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Report of the Select Committee 

The Select Committee to which the Bill to provide for the regulation 
of certain matters relating to forward contracts, the prohibition of options 
in goods and for mattors connected therewith was referred, have considered 
the Bill and T have now to submit thiB their Report, with the Bill as 
amended by the Committee annexed hereto. 

Clause 3 . — The Select Committee think that this provision should be 
made more flexible and that the reference therein to a full-time member- 
Socretarv should be deleted. This clause has been redrafted accordingly. 

Clause 4. — Sub-clause (e) has boon slightly amended so that the Com- 
mission will be enabled to undertake the inspection of accounts of a recog- 
nised association whenever it thinks fit, without having to wait for a direc- 
tion from the Central Government in this behalf. 

Clause 5 . — The Select Committee have amended sub-clause {2) to pro- 
vide oxpressly for the prescription of additional particulars which every 
application for recognition should contain. 

Clause 6 . — It is now expressly provided in the redrafted sub-clause (I) 
that the recognition granted to an association may be subjected to conditions 
and shah specify the goods or classes of good a with respect to which the 
association has been recognised, 

Sub-olause (4) haR been amended to provide for the publication of the 
recognition in the local Official Gazette also, and further to provide that 
the recognition shall have effect as from the date of its publication in the 
Gazette of India. 

Clause 8. — Sub-clause (2) (c) has been amended so os to authorise the 
inspection of the accounts of members of a recognised association also, while 
the amendment to sub-clause (3) is intended to ensure that all persons 
who have had dealings with anv of the other persons specified in that sub- 
clause arc under an obligation to produce the accounts in their possession 
if so required. 

Glaitse 10 . — The Solcct Committee feel that there is no need to specify 
any particular provision of the Act with reference to which a recognised 
association may be directed to make rules; nor is it necessary to restrict 
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tho discretion of the Central Government to fix a period for compliance 
with its directions. They also think that the modification of any rules 
under sub-clause (2) should be left to the discretion of the Central Govern- 
ment and not be made depondent upon an agreement between the associa- 
tion and the Central Government. This clause haB been amended accord- 
ingjy, 

Clause II. — The Select Committee feel that where the period of sus- 
pension is likely to exceed one month, the governing body should be given 
an opportunity of being hoard in the matter and R proviso has been added 
accordingly. 

Clause 18 . — The Select Committeo have carefully considered the pro- 
visions of this clauso and the various views expressed thereon. But in 
their opinion the law should not be made applicable to non-transferable 
specific delivery contracts at all except to the extent to which such con- 
tracts ate likelv to be used for speculative purposes. To prevent such use, 
a provision preventing tho formation of associations which will provide 
facilities tor that purpose is all that in their opinion is needed. Sub- 
clause (1) is intended to give effoct to this purpose. 

Sub-clause (S) gives tho Central Government power to exempt transfer- 
able specific delivers contracts from the operation of all or any of the 
provisions of Chapters 111 and IV in any area and this, in the opinion of 
the Select Committee, would be n better method of dealing with this 
matlcr than to lely on the power of exemption given under clause 27. 

('laune JO — The amendment is designed to provide penalties for the 
contravention of the provisions contained in clauses 8(3) and 18 (I). 

Clause 21 . — A new sub-clause ( g ) has been added providing for the 
punishment of dissemination of falso statements or information affecting 
nr tending to affect the course ot business in forward contracts. 

2 The Bill -was published in the Gazette of India, Part IT, Section 2, 
dated 9th August, 1962. 

J3. The Solect Committee think that the Bill has not been so altered 
as to require circulation under Pule 99(4) of the Eules of Procedure and 
Conduct of Business in tho House of the People and they recommend 
that it be passed as now amended. 

T. T KKISHNAMACHARI, 
Chairman of the Select Committee. 


New Delhi; 

! The Rth November, 1962, 


Minutes of Dissent 
I 

This Bill, intended to regulate and control Forward Trading and to 
chock unhealthy speculation, will have -tfery limited effect. On a Noti- 
fication being issued by Government under Section 16, no Forward Con- 
tract can be effected in the commodity and in the area mentioned in the 
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Notification except through a ltecoguised Association. Unrestricted, 
forward trading and consequent speculation may go on in all other 
commodities arid in ah other areas. The Government can take soma 
action in such cases under Section 17 but that would bo rare and generally 
belated. Under section 15, the Government is likely to control Forward 
Trading only in important agricultural commodities like cotton, ]ute and 
oil seeds and only in important centres like "Bombay, Calcutta etc. 

In fact, a hedge market is necessary only for agrieultuial commodities. 
Forward Contracts for specific delivery, transferable or non-transferable 
take place in almost all commodities but no hedge market or a tuture 
contract is necessary for that purpose. But war time legislation has 
shown that speeifio delivery contracts can be and are abused for heavy 
speculation unless controlled and hence they have also to be brought 
under this Bill, , 

It is well-known that heavy speculation -is going on in all kinds of 
commodities like Chamak (Artificial Silk Yarn), cloves, pepper, cardamom, 
mercury, turmerio, copra, oil and in many other commodities. Mushroom 
Associations spring up evep in sma’l towns to provide facilities for such 
speculation.' These Associations under their bye-laws take wide powers- 
for themselves, particularly with regard to cohipuhory squaring up of 
transactions and dispensing with actual delivery of goods. Traders and 
merolants, small and big speculate through these Associations', but iu is- 
generally the big speculator who succeeds to the ruin of the small one. 
Because ol' such unhealthy speculation in all these commodities and 
aornering of markets by speculators, the producer, the manufacturer and 
the consumer is at the mercy ot the speculatm - . It is a large and growing 
menace, which if not checked, is likely to affect seriously the economy i f 
the country. The crisis in Forward Markets in March-April ot this year 
ruined thousands of people as also producers, manufacturers and consu- 
mers because ot excessive over-trading by the speculators, 

There are two ways of checking such imhealthy speculation. One is 
to prohihit forward trading except in commodities permitted by the 
Government. This is not difficult to achieve, ’ particularly when non- 
transferable speeifio delivery contracts are being exempted from ihd 
operation of this Act. If, however, such a general ban is considered 
difficult of enforcement at jiresent on acoount of administrative difficulties, 
another way 1o achieve the same object ib to prohibit the organisation of 
unrecognised associations which provide facilities for such speculation. 
It is these Associations with wide powers to themselves which facilitate 
speculation. The Governing Bodies of such Associations are formed of 
interested parties and vested interests. Experience shows that it is only 
when an Association of this kind provides facilities for large scale forward 
trading that speculation becomes easy. Unless such Associations/ are 
abolished and prohibited, this hill will not touoh even the fringe of tho 
problom. It should not be difficult to do so, particularly when non- 
itransforablo specific delivery contracts are taken out of the operation of 
this Act. 95 per cent., if not more, of Forward Contracts are of non- 
transferable nature, made between party apd party which are and can 
be performed by the parties themselves. When non-transferable con- 
tracts are found to- have been abused fpr speculation, it is only because 
of the existence of an Association which provides facilities to do so. 
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I would, therefore, add a clause in. the Bill on the following lines 
alter clause 14; — 

“(1) No porsou shall organise or assist in organising any association, 
for the regulation and control of Forward Contracts except 
for the purpose of obtaining recognition under Section 6. 

(2) No person shall be a member ol any association having for its 
object regulation and control of Forward Contracts, unless it 
be a recognised association.'’ 

would strongly urge upon the Government to consider fhiB proposul. 

There are some other, pro visions ot the Bill as amended by the Select 
O' inmitlee on which I would like to say something but they are ot a 
minor nature and I need not discuss them in this note. 

New Delhi; 

C.. 0, SHAH. 

The 5th November, 1962. 


n 

We are in disagreement with our colleagues- on what wo consider -to he 
a major issue and have therefore thought ie necessary to write this minute 
of dissent for the purpose of explaining our point of view. 

2. Main object of the Bill . — The main object of this Bill is to regulate 
and control Forward Contracts in order to prevent unhealthy trading 
outside a recognised association and its injurious effects. In fact the 
only criterion for judging the adequacy and effectiveness of the present 
legislation is to find out whether its provisions can definitely result in the 
realisation of that objective We are convinced that the change agreed 
to by a majority of our colleagues in Clause 18 of the Bill (as it was intro- 
duced on 11th August 1952) will defeat the very object for which the Bill 
is said to have been framed and introduced. 

3. War time . — During war time forward trading was altogether pro- 
hibited under the Defence ot India Rules, but as this was found to be 
inconvenient, trading in a new category of forward contract, via., non- 
transterable specific delivery oontraet at a specified prioe to a specific 
party and for spocific delivery was permitted Even the elaborate defi- 
nition of such contracts was found to be vague and difficult of interpre- 
ts lion. Whatever reasons there might, have been for creating this new 
variety of forward contract during war time, the same do not exist any 
more and the Bombay Act passed in 1947 ( i.e . after the war) makes no 
mention of this variety of contract. 

4. Present time normal . — In normal times — and now eight years after 
the cessation of hostilities the war time abnormalities must be' taken not 
to be there — there can really be only two methods of transacting business : 
by malting (a) ready delivery contracts and (b) Forward Contracts. The 
Bombay Forward Contracts Control Act of 1947 has recognised only these 
two categories of contracts and this Act has worked satisfactorily, 

6. Regulation of Forward Contra-cU necessary. — In the case of ready 
■delivery contracts there is no scope for speculation because the delivery 
of goods aud payment of prioe therefor take place almost immediately. In 
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the case of Forward Contracts there is a time lag between the date of 
the contract and the date of its performance with a likelihood of fluctua- 
tions in prices between these two dates. There is possibility of bonetitting 
as also of losing, by such fluctuations. It is conceded that -within reasonable 
limits and under proper regulations, doing business on the basis of an 
intelligent anticipation oi price variations is permissible and in Svine 
measure helps in stabilizing market conditions. TJniortunalely it has been 
found by experience that the temptation to take advantage of the changing 
prices in the hope oi making prolitB without much regaul to the interests 
of the consumers proves too strong to a small sootiou of the people. It is 
the cdtorl ot the Government to stop such undosirablo activities and 
coercive powers of the law are acquired and in kid Jor the purpose. The 
present Bill is intended for achieving that object. 

6. BiLl No. 109 of 1950. — In 1950 when the Forward Contracts (Regu- 
lation) Bill was introduced in Parliament it contained a Clause that its 
Chapters 111 and IV should not apply to Non-transferable Specific Delivery 
Contracts. Responsible comnicrcal opinion took objection to this exclusion 
on the ground that it would definitely leave a loophole for unhealthy 
speculation und that under its guise undesirable aotivitieB would go on 
unhampered. The matter was also raised in Parliament and it was pointed 
out that uncontrolled speculation was going on in Phatka (Jute) and oil- 
seeds in various States by utilising the so-called non-transferable specific 
delivery contracts as ordinary iorward contracts in spite of forward trading 
as such being not permitted. The State Governments were even asked by 
the Central Government to take action in the matter. When the Bill 
went up to the Select Committee in 1951 and was being considered by it in 
dotail several instances were cited of the abuses of the exemption of non- 
transferable specific delivery contracts. It was shown to the Committee 
that such contracts virtually became in sotual practice ordinary forward 
contracts and the exemption that was granted was thus abused. 

7. Beport of Select Committee dated 20f/i August 1951. — After taking 
evidence, the said Select Committee oame to the conclusion that Clause 18 
of the Bill required to be amended and the Clause was re-drtiftod providing 
that Chapiters 111 and IV shall aj'ply to non-transferable specific delivery 
contracts in such areas as may be specified in a notification issued 
BiTnuifanooualy with the notification under Clause 15. This shows that 
the ISclect Committee was conscious of the fact that the area for regulation 
of non-transferable specific delivery contracts by a recognised Assocv it inn 
would be smaller than, and not coterminus with, the larger area for which 
an association may ho recognised under the Act for Forward Trading. 

8. Bill No. 109 of 1950 lapsed and present BPl introduced. — Thereafter 
with the dissolution of Parliament the Bill lapsi 1. It was reintroduced m 
August 1952 practically in the same form in which it had been finalised 
by the Select Committee of 1951 Its Clause 18 provided that non- 
transferable specifio delivery contracts should not be exempted from the 
operation of its Chapters III and IV as recommended by the Select Com- 
mittee of 1951. The Minister for Commerce, Shri T. T. Krishnamachari, 
while introducing the Bill, in tho House of the People on 11th August 
1952 justified the bringing of the non-transforuble specific delivery con- 
tracts within the purviow of the Bill on the ground that if that was not 
done there would be “speculation outside the recognised Association under 
the guise of non-transferablo specifio delivery contracts”. 
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9. Select Committee's alteration of Clause IB --la the context of all 
this recent history, it is surprising that a majority of the present Select 
Committee which considered this Bill has now taken a different "view and 
has recommended exemption to such non-transferable specific delivery- 
contracts. We are unable to understand the reasons for this change of 
opinion. The oases of abuse cited previously have not been challenged. 
No tresh evidence has boon brought to prove that the exemption does not 
really work as a loophole for facilitating unauthorised forward trading out- 
side Government regulations. In fact the possibility of that abuse is as 
real today as it has been m the past and will oontinue to be so in future 
also, Obviously there is some misapprehension somewhere which has led 
to such a curious and, in my considered opinion, harmful amendment to 
the Original Clause. In practice it will tend to give rise to a large volume 
of unauthorised forward trading outside the recognised association, thereby 
creating unhealthy and chaotic conditions. 

10. Abuse of Non-transferable specific delivery contract . — It may be 
argued that even in the Clause as it stands amended by the Solect Com- 
mittee provision has been made to enable Government to apply Chapters 
III and IV to non-transferable specific delivery contracts if it is found 
that their exemption from the operation of theso Chapters doos leave a 
loophole tor uninsulated forward hading. But the experience of the last 
tow veais has precisely been that such a loophole is inseparable from the 
fact of tlm exemption and that il is inevitably exploited in a manner 
which does harm to the intciesls of the community ft is much wiser 
to prevent tho occurrence of the mischief and the damage that it is bound 
to cause than to permit it to be committed and to Buffer its evil con- 
sequences before prohibitive action is taken, 

11. No bona fide trader affteted by original Clause 18. — Thoro seems 
to be a belief in some quartern that if non-transferable specific dolivery 
contracts arc brought within tho purview of the Bill, the small upcountry 
trader will he severely handicapped and that tho bona fide trader may be 
greatly inconvenienced Such a belief is entirely unfounded and mis- 
placed. The recognised association will generally be recognised only for 
a city or for some such limited area and, except m a few except onal rases 
its authority will not extend beyond that area. Even in tho case of an 
association recognised for areas larger than a city area, the control of 
the Association over non-transferable specific dolivery contracts would be 
limited to the city area. This was the intention of the original Clause 18 
of the present Bill No 90 of 1952 No bona fide upcountry trader will 
have, therefore, any difficulty whatever in carrying on his normal business 
and en tonne into contracts for non-transferable specific delivery. The 
imaginary conflict between the urban trader and the upcountry trader 
does not really exist. There is no question of big business being enabled 
to wipe out a small business because of the non-exemption of the nou- 
transtarnblr specific de'iverv contracts from the operation of the Bill 

12. Bombay Act has worked satisfactorily , — -The Bombay Forward 
Contracts Control Act of 1947 has been in oporation for over five years. 
As has been stated above it recognises only two categories of contract 
via., forward contracts and ready delivery contracts. Yet its working has 
not resulted in any dislocation in trade nor inconvenienced any bona fide 
traders. In fact the measure has been quite successful in effectively 
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controlling forward trading without causing hardship 'to business or trade 
or anybody else. 

13, Restrictions on trade . — After all, any law whioh is intended to 
regulate and control forward contracts will, in the nature of things, 
impose certain restrictions, but care has to be takon to see that Buoh 
real fictions and regulations do not become so unduly rigid or so unduly 
pliable as to result. in avoidable hardship or avoidable evasions. 'The 
attempt to regulate trade through tho agency of properly organized associa- 
tions and the introduction of unitary control in respeot of vital commercial 
transactions are steps in the right direction. There cannot therefore be 
any valid objection to the work of regulating business in non -transferable 
specific delivery contracts (at least in specified areas) being entrusted to 
such associations. In fact that would bo the proper course to follow. 
It cannot be construed, prima facie, as creating wittingly or unwittingly 
privileged conditions in favour of the members of recognised associations. 
The constitution, functions and powers of these bodioB aro Bubjeot to 
scrutiny, regulation and approval by the Government. That in itself is 
a sufficient safeguard against any eventuality detrimental to the interest 
of the country or the people. 

14. Conclusion . — We are therefore, definitely of opinion that Clause 18 
of the Bill as it was introduced op 11th August 1952 should stand as it 
was and that the amendment, suggested by our oolleagues should not be 
accepted. If the amendment is i^ooepted tho fundamental object of 
regulating and controlling forward contracts will be entiroly frustrated. 


TUBS IDA 8 KILACHAND. 
New Delhi; G. D. 80MANX. 

The 5tli November, 1952. 


m 

I agree with this report of the Select Committee in its entirety. As I 
pointed out at the meeting of tho Select Committee on the 7th October, 
1962, I do not ’agree to tho words “as well as the company” occurring in 
clause 22 line 47 of the Bill printed along with the draft report, briefly for 
the following reasons. 

The Bill does not provide for any special procedure for the trial of 
offences for which penalty Iirs been provided in Chapter V. Therefore, 
trial of all contraventions must needs be governed as provided for offences 
against other laws at the end of schedule II of the Criminal Procedure Code. 
But in the Criminal Procedure Code there is no provision for placing in 
the dock a company as defined in the Bill. Obviously making a company 
accused will militate against a number of provisions of the Criminal Pro- 
cedure Code, for example those relating to custody of accused, appearance of 
accused before courts, framing of charges and reading and explaining the 
same to tho accused. . Moreover the retention of these words in redundant 
for the persons mentioned in sub-olauses (1) and (2) include almost all the 
persons whom it may be necessary or dosirable to prosecute. I fail to 
appreciate who else is contemplated to be proceeded agRinst by the addi- 
tion of these words. Even as these sub-olauBes stand the phraseology 
adopted therein is not happy as the provisions in the two sub-clauses may 
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prove over-lapping. ■ “Every person who was in charge of, and was res- 
ponsible to the company for the conduct of the business of tho company’’ 
of sub-clause (1) may be identical with “such Director, Manager, Secretary 
or other Officer” of sub-clause (2). 

The only argument that was advanced for the inclusion of “company” 
in the array of accused was the ground that in two previous enactments 
the same wording has been e-mployod. I respectfully submit that ip 
Legislation customary prescription is hardly a valid ground. I refuse to 
bow before or recognise this argument. 

On the contrary I can also give examples of previous Legislation in 
support of my contention, where and I think wisely in accordance with 
law “company” has not been placed in the array of accused. One such 
example is found in section 12 of the Uttar Pradesh (Temporary) Oontrol 
of Pent and Eviction Act III of 1947. 

In my opinion it is more logical and legal to follow the example of this 
enactment and drop out the words “as well as the company” in sub-clause 
1 of clause 22. 


New Delhi; 

The 5th November, 1952. 


MTJKAND LAL AGGABWAL, 


IV. 


I havo gone through the copy of the Baport of the Rolact Committee 
m well as the Bill and the Forward Contracts (Regulation) Bill 1962 as 
amended bv the Committee I find at the last clauso of Section 7 it has 
been providod as follows: — 


“Provided that no such withdrawal shall aSect the validity of any 
contract entered into or made before the date ' of the 
notification and the Central Government may make such 
provision as it deems fit in the notification of -withdrawal or 
in any subsequent notification similarly published for the due 
performance of any contracts outstanding on that date.” 

It seems to me little ambiguous. In the first part of the said clause 
all contracts entered into and made before the date of notification have 
been ollearly protected. 


Under the circumstances it is not clear what is the necessity of a 
notification again to protect them over again. It makes the clause bit 
ambiguous. Perhaps by the last portion of the said clause it is intended 
to mean that the Government by Notification can provide the manner in 
which all these outstanding contracts should be performed, If that is so 
the word “due” is not appropriate. Instead of the word “due” I suggest 
the word “manner of” or the word “mode of” may be used. I agree with 
the Bill as amended subject to the above suggestion. 


New Delhi; 

The 5th November , 1952. 


A. K. DUTT. 
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V. 

I approve of the report of the Select Committee subject to these 
minutes. 

The provision in Clause 20(1) and in Clause 21 cognizable needs a 
reconsideration . Offences of thjg nature are not easily classifiable as grave 
or tainted with any high degree of moral turpitude. Certainly they are not 
more serious than an offence under Scet'on 477A of the Indian Penal Code 
which is noneognizable though punishable with seven years rigorous 
imprisonment. 

The small traders and merchants have already too many technical 
offences acting as swords of Damocles over them and adding several more 
to these can only increase the dishonest interference with their legitimate 
business by the police. 

We have no provision in our country whereby the police is made to 
compensate those who are harrassed without any reasonable or probable 
cause Absence of this provision leads to every day harrassment of the 
general public and specially on such technical matters in measures which 
are embodied in anti-social legislation. There are hundreds of false cases 
where the police have extorted moneys or have used this bogey of cognizable 
offences for their own dishonest ends. 

It would be therefore in the interest of society that this clause be 
omitted from the Act. 

U. M. TB1VEDI. 

New Delhi; 

The 5th November, 1952. 


(As AMENDED BY THE SELECT COMMITTEE) 

(Il'orda sidelined or underlined indicate the amendments suggested by 
the Committee ; asterisks indicate omissions,') 

Bill No. 90 oj> 1062 

A 

BILL 

to provide for the regulation of certain matters relating to forward 
contracts , the prohibition of options in goods and for matter* 
connected therewith . 

Be it enacted by Parliament as follows : — 

CHAPTER I 

Preliminary 

1. Short title, extent and commencement. — (1) This Act may bo 
called the Forward Contracts (Regulation) Aot, 1962. 

(2) It extends to the whole of India except the State of Jammu and 
Kashmir. 
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(3) Chapter I shall come into force at once, and the remaining provi- 
sions shall como mto iorce on such date or dates as the Central Govern- 
ment may, by notification in the Official Gazette, appoint, and different 
dates may be appointed for different provisions of this Act, for different 
iStatts or avoirs, and for different goods or classes of goodB. 

2. Definitions. — In this Act, unless the context otherwise requires, — - 

(a) “association" means any body of individuals, whether in- 
corporated or not, constituted for the purpose of regulating and 
controlling the business of the sale or purchase of any goods; 

(fa) “Commission" means the Forward Markets Commission 
established under section 3; 

(c) “forward contract" means a contraot for the delivery of 
goods at a future date and which is not a ready delivery contract ; 

(d) "goods” means every kind of movable property other than 
actionable claims, money and seouritieB; 

(e) "Government security” means a Government security as 
defined in tiie Public Debt Act, 1944 (XVIII of 1944); 

(/) "non-transferable specific delivery contract” means a specific 
delivery contract, the rights or liabilities under which or under any 
delivery order, railway receipt, bill of lad : ng, warehouse receipt or 
any other document of title relating thereto are not transferable; 

( g ) "option in goods” moans an agreement, by whatever name 
called, for the purchase or sale of a rierhf to buy or sell, or a right 
to buy and sell, goods in future, and includes a teji, a mandi, a teji- 
mandi, a galli , a put, a call or a put and call in goods; 

(h) "prescribed” means prescribed by rules made under this Act; 

(i) ‘'ready delivery oontract” means a contraot whioh provides 
for the delivery of goods and the payment of a price therefor, either 
immediately or within such period not exceeding elevon days after 
the date of the contract and subject to such conditions as the Central 
Government may, by notification in the Official Gazette, specify in 
respect of any goods, the period under such contract not boing capable 
of extension by the mutual consent of the parties thereto or otherwise; 

(j) "recognised association” means an association whioh is for 
the time being recognised bv the Central Government under section (j; 

(l) “rules”, with reference to the rules 'relating in general to the 
constitution and management of an association, includes in the case 
m Mi incorporated association its memorandum and artioles of 
association; 

(0 "securities” includes shares, sorips, stocks, bonds, debentures, 
debenture-stocks, or other marketable securities of a like nature in 
or of any incorporated company or other body corporate and also 
Government securities; 

(m) "specific delivery contract” means a forward contract 
which provides lor the actual deliverv of specific qualities or types of 
goods during a specified future period at a price fixed thereby or to 
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bo fixed in the manner thereby agreed and in which the names of both 
the buyer and the seller are mentioned; 

(n) “transferable specific delivery contract” means a Bpecifio 
delivery contract which is not a non-tranBferable spocifio delivery 
contract. 

CHAPTER H 

The Forward Markets Commission 

3. Establishment and constitution of the Forward Markets Commis- 
sion. — (1) The Central Government may, by notification in the Official 
Gazette, establish a Commission to be called the Forward Markets Com- 
mission for the purpose of exercising such functions and discharging suoh 
duties as may be assigned to the Commission by or under this Act. 

(2) The Commission shall consist of not less than two, but riot exceediug 
three, members appointed by the Central Government of whom the Chair- 
man * * * (* to be anpomfed by the Central Government) shall ho a full- 
time member and the other member or memhers shall bo full-time or part- 
time as the Central Government may direct : 

Provided that one ol the members to be so appointed shall be a person 
having knowledge ot forward markets m India. 


(,9) No person shall be qualified for appointment aB, or for continuing 
to be, a member of the Commission if he has, directly or indirectly, any 
such financial or other interest as is likely to affect prejudicially his 
functions as a member of the Commission, and every member Bhall, 
whenever required by the Central Government so to do, furnish to it such 
information as it may require for the purpose of securing compliance with 
the provisions of this sub-section. 

(4) No member of the Commission shall hold office for a period of more 
than three years from the date of his appointment, and a member relin- 
quishing his office on the expiry of his term shall be eligible for reappoint- 
ment. 

(5) The other terms and conditions of service of members of th,e Com- 
mission shall be suoh as may be prescribed. 

4. Functions of the Commission.— 1 The functions of the Commission 
shall be — 

(a) to advise the Central Government in respect of the recogni- 
tion of, or the withdrawal of recognition from, any association or in 
respeot of any other matter arising out of the administration of this 

Aot; 

( b ) to keep forward markets under observation and to draw the 
attention of the Central Government or of any other prescribed au- 
thority to any development taking place in, or in relation to, such 
markets which, in the opinion of the Commission, is of sufficient 
importance to deserve the attention of the Central Government and 
to make recommendations thereon; 

(c) to collect and whenever the Commission thinks it necessary 
publish information regarding the trading conditions in respect of 
goods to whioh any of the provisions of this Act iB made applicable, 
including information regarding supply, demand and prices, and to 
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submit to the Central Government periodical reports on the operation 
of this Act and on the working of forward markets relating to such 
goods; 

( d ) to make recommendations generally with a view to improving 
the organisation and working of forward markets; 

( e ) to undertake the inspection of the aeoounts and other 
documents of any recognised assoc, iation wlienover it cohBiders it 
necessary; and 

(/) to perform such other duties and exercise Buch other powers 
as may be assignod to the Commission by or under thiB Act, or as 
may be prescribed. 


chapter in 

Reoounised Associations 

5, Application for recognition of associations. — (I) Any association 
concerned with the regulation and control of forward contracts which is 
desirous of being recognised for the purposes of this Act may make an 
application in the proscribed manner to the Central Government. 

{2) Every application made under sub-section (f) shall contain suoh 
particulars as may be prescribed and shall be accompanied by a copy of 
the bye-laws for the regulation and control of forward contracts and also a 
copy of the rules relating in general to the constitution of the association, 
and, in particular, to — 

(а) the governing body of such association, its constitution and 
powers of management and the manner in which its business is to 
be transacted; 

(б) the powers and duties of the office bearers of the association ; 

(o) the admission into the association of various classes of mem- 
bers, the qualifications of members, and the exclusion, suspension, 
expulsion and readmission of members therefrom or thereinto ; 

( </) thi' proecduro for registration of partnerships as members of 
the association and the nomination and appointment of authorised 
representatives and clerks. 

0. Grant of recognition to association. — (1) If the Central Government, 
after making such inquiry us may be necessary in this behalf and after 
obtaining such further information, if any, as it may require, is satisfied 
that it would be in the interest of the trade and also in the public interest 
to grant recognition to tho association which has made an application under 
section 5, it may grant recognition to the association in such form and 
subject to such conditions as may be prescribed or specified, and shall 
specify in such recognition the goods or classes of goods with respect to- 
which forward contracts may be entered into between members of such 
association or through or with any such member. 
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(#) Before granting recognition under Bub-section (I), the Central 
Government may, by order, direct, — 

(a) that there shall be no limitation on the number of members 
of the association or that thoru '.hall be such limitation on the number 
of members as may be specified ; 

(b) that the association shut] provide for the appointment by the 
Central Government of a person, whether a member of the association 
or not, as its representative on, and of not more than three persona 
representing interests not directly represented through membership 
of the association as member or members of, tbo governing body of 
such association, and may require the association to incorporate in its 
rules any such direction and the conditions, if any, accompanying it. 

( 3 ) No rulos of a recognised association shall be amended except with 
the apprbval of the Central Government. 

(4) Every grant of recognition under, this section shall be published in 
the Gazette of India and also in the Official Gazette of the State in which 
the principal offioe of the recognised association is situate, and Btioh re- 
cognition shall have effect as from the date of its publication in the Gazette 
of India. 


7. Withdrawal of recognition. — If the Centra) Government is of opinion 
that any recognition granted to an association under the provisions of this 
Act should, in the interest of the trade or in the public interest, be with- 
drawn, the Central Government may, after sriving a reasonable opportunity 
to the association to be heard in the matter, withdraw, by notification 
in the Official Gazette, the recognition granted to tbo said association: 

Provided that no such withdrawal shall affect the validity of any con- 
tract entered into or made before the date of the notification, and the 
Central Government may make such provision as it deems fit in the noti- 
fication of withdrawal or in any subsequent notification similarly published 
for the due performance of any contracts outstanding on that date. 

8. Power of Central Government to call for periodical returns or direct 
Inquiries to be made. — (I) Evorv recognised association shall furnish to the 
Central Government such periodical returns relating to its affairs or the 
affairs of its members as may be prescribed. 

(5) Without prejudice to the provisions contained in sub-soction (I), 
where the Central Government considers it expedient so to do, it may, by 
order in writing, — 

(a) call upon a recognised association to furnish in writing' such 
information or explanation relating to its affairs or the affairs of any 
of its members as the Central Government may require, or 

( b ) appoint one or more persons to make an inquiry in relation to 
the affairs of such association or the affairs of any of its members and 
submit a report of the result of such inquiry to the Central Govern- 
ment within such time as may be specified in the order or, in the al- 
ternative, direct the inquiry to be made, and the report to be submitted, 
by the governing body of such association acting jointly with one or 
more representatives of the Central Government ; and 
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(c) direct the Commission to inspect the accounts and other docu- 
ments of any rocognised association or of any of itB members and sub- 
mit its report thereon to the Central Government. 

(3) Wheia an inquiry in relation to the affairs of a recognised associa- 
tion or the affairs of any of its members has been undertaken under sub- 
section (2 ) — 

(a) every director, manager, secretary or other officer of suoh as- 
sociation, 

( b ) every member of such association, * 

(c) if the member of the association is a firm, every partner, 
manager, secretary or other officer of the firm, and 

(d) every other person or body of persons who has had dealings in 

the course of business with uny of the persons mentioned in clauses 
(a), (h) and (c) , ~ 

shall be bound to produce before the authority making the inquiry, all 
suoh books, accounts, correspondence and other documents in his custody 
or power relating to, or having a bearing on the subject-matter of, such 
inquiry and also to furnish the authority with any suoh statement or in- 
formation relating theroto as may bo required of him, within such time 
as may be specified. 

9. Furnishing of annual reports to the Central Government by recog- 
nised associations. — (2) Every recognised association Bhall furnish to the 
Central Government a copy of its annual report. 

(2) Such annual report shall contain such particulars as may be 
prescribed. 

10. Power of Central Government to direct rules to be made or to make 
rules. — (2) Whenever the Central Government considers it expedient so 
to do, it may, by order in writing, direct any recognised association to 
make any rules or to amend any rules made by the recognised association 
within such period as it may specify in this behalf. 

(2) If any recognised association, against whom an order is issued by 
the Central Government under sub-section (2), fails or neglects to comply 
with such order within the specified period, the Central Government may 
make the rules or amend the rules made by the rocognised association, as 
the case may be, either in the form specified in the order or with suoh modi- 
fication thereof as the Central Government may think fit 

(3) Where, in pursuance of sub-section (2), any rules have been made 
or amended, the rules so made or amended shall be published in the 
Gazette of India and also in the Official Gazette of the Stato in whioh the 
principal office of the recognised association is situate, and on the publica- 
tion - thci eof in the Gazette of India, the rules so made or amended shall, 
notwithstanding anything to the contrary contained in the Indian Com- 
panies Act, 1918 (VII of 1913), or any other law for the time being in force, 
have effect as if they had been made or amended by the recognised associa- 
tion concerned. 
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11. Power of recognised association to make bye-laws. — ■{!) Any recog- 
nised association may, subject to the previous approval of the Central 
Government, make bye-laws for the regulation and control of forward con- 
tracts. 

(8) In particular, and without prejudice to the generality of the fore- 
going power, such bye-laws may provide for — 

fa) the opening and closing of markets and the regulation of the 
hours of trade; 

(b) a clearing house for the periodical settlement of contracts 
and differences thereunder, the delivery of, and payment for, goods, 
the passing on of delivery orders and for the regulation and main- 
tenance of such clearing house; 

(c) the number and classes of contracts in respect of which settle- 
ments shall be made or differences paid through the clearing house; 

(d) fixing, altering or postponing days for settlement; 

(e) determining and declaring market rates, including opening, 
closing, highest and lowest rates for goods; 

(/) the terms, conditions and incidents of contracts including the 
prescription of margin requirements, if any, and conditions relating 
thereto, and the forms of oontraots in writing; 

(g) regulating the entering into, making, performance, rescission 
and termination of contracts, including contracts between members 
or between a commission agent and his constituent, or between a 
broker and his constituent, or between a member of the recognised 
association and a person who is not a member, and the consequences 
of default or insolvency on the part of a seller or buyer or inter- 
mediary, the consequences of a breach or omission by a seller or 
buyer and the responsibility of commission agents and brokers who 
are not parties to such contracts; 

(h) the admission and prohibition of specified classes or types of 
goods or of dealings in goods by a member of the recognised associa- 
tion ; 

(i) the method and procedure for the settlement of claims or dis- 
putes including the settlement thereof by arbitration; 

(f) the levy and recovery of fees, fines and penalties; 

( h ) the regulation of the course of business between parties to 
contracts in any capacity; 

(l) the fixing of a scale of brokerage and other charges; 

( m ) the making, comparing, settling and closing of bargains; 

(n,) the regulation of fluctuations in rates and prices; 

(o) the emergencies in trade which may arise and the exerciso of 
powers in such emergencies including the power to fix maximum and 
minimum prices; 

(p) the regulation of dealings by members for their own account; 

( q ) the limitations on the volume of trade done by any individual 
member; 
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(r) the obligation of members to supply such information or 
explanation and to produce such books relating to their business as 
the governing body may require. 

(3) The bye-laws made under this section may — 

(a) specify the bye-laws the contravention of any of which shall 
make a contract entered into otherwise than in accordance with the 
bye-laws void under sub-section (if) of section 15; 

( b ) provide that the contravention of any of the bye-laws shall — 

(£) render the member concerned liable to fine ; or 

(ii) render the member concerned liable to expulsion or sus- 
pension from the recognised association or to any other penalty 
of a like nature not involving the payment of money. 

(4) Any bye-laws made under this section shall bo subject to such 
conditions in regard to previous publication as may be prescribed, and 
when approved by the Central Government, shall bo published in the 
Gazette of India and also in the Official Gazette of the Htate in which the 
principal office of the recognised association is situate : 

Provided that the Central Government may, in the interest of the 
trade nr in the pubhc interest, by order in writing, dispense with the 
condition of previous publication, in any case, 

12. Power of Central Government to make or amend bye-laws of 
recognised associations — ( 1 ) The Central Government may, either on a 
request in writing received by it in this behalf from the governing body of 
a recognised association, or if in its opinion it is expedient so to do, 
make bye-laws for all or any of the mailers specified in section 11 or 
amend any bye-laws made by such association under that section. 

(2) Where, in pursuance of this section, any byc-laws have been made 
or amended, the bj e-laws so made or amended shall be published in the 
Gazette of India and also in the Official Gazette of the State in which 
the principal office of the recognised association is situate, and on the 
publication thereof in the Guzette of India tho bye-hiws so made or 
amended shall have effect as if they had been made or amended by the 
reoognised association. 

(3 1 Notwithstanding anything contained in this section, v here the 
governing body of a recognised association objects to any bye-laws made 
or amended under this section by the Central Government on its own 
motion, it may, within six months of the publication thereof under sub- 
section (2), apply to the Central Government for a revision thereof, and 
the Central Government may, after giving a reasonable opportunity to 
the governing body of tho association to be hoard in the matter, revise 
the bye-laws so made or amended, and where any bye-laws so made or 
amended are revised as a result of any action taken under this sub-section, 
the bye-laws so revised shall be published and shall become effective as 
provided in sub-section (2). 

(4) The making or the amendment or revision of any bye-laws under 
this section shall in all cases be subject to the condition of previous 

publication : 


<M THE GAZETTE OF INDIA, NOV. 15, 1052 [Taut II— Sec, 2 

Provided that the Central Government may, in the interest of the 
trade or in the public interest, by order in writing, dispense with the 
condition of previous publication. 

13. Power of Oentral Government to supersede governing body of 
recognised association. — (1) Without prejudice to any other powers vested 
So- the Central Government under this Aet, where the Central Govern- 
ment is ot opinion that the governing body of any recognised association 
should be supeiaeded, then, notwithstanding anything contained in this 
Act or nu any 'other law for the time being in force, the Central Govern- 
ment may, * after giving a reasonable opportunity to the governing 
body of the recognised association concerned to show cause why it should 
riot be superseded, by notification in the Official Gazette, deolare the 
governing body ul such association to be superseded for such period not 
exceeding six months as may be specified in the notification, and may 
•ppoint any person or persons to exercise and perform all the powers and 
duties of the poveruing body, and where more persons than one are 
appointed may appoint one of such persons to be the chairman and 
another ul such persons to be the vice-chairman. 

(U) On tiie publication of a notification in the Official Gazette under 
■ub-aection (I), the following consequences shall ensue, namely: — 

(a) the members of the -governing body which haB been super- 
seded shall, as from the date of the notification of supersession, cease 
to hold office as such members; 

(b) the person or persons appointed under sub-section (2) may 
exercise and perform all the powers and duties of the governing body 
which has been superseded; 

(c) all such property of the recognised association as the person 
or persons appointed under sub-section (i) may, by order in writing, 
specify in this behalf as being necessary for the purpose of enabling 
him or them to carry out the purposes of this Act, shall vest in such 
person or persons. 

{3) Notwithstanding anything to the contrary contained in any law or 
the rules or by e-laws of the association whose governing body is super- 
seded under sub-section (7), the person or persons appointed under that 
sub-section shall hold office for Buch period as may be specified in tbe 
notification published under that sub-section, and the Oentral Govern- 
ment may, from time to time, by like notification vary suoh period. 

(4) (.in the determination of the period of office of any person or persons 
appointed under tjiis section the recognised association shall forthwith 
reconstitute a governing body in accordance with its rules : 

Provided that until a governing body is so reconstituted, the person or 
persons appointed under sub-section (7) shall, notwithstanding anything 
contained in sub -section ( 1 ), continue to exercise and perform their powers 
and duties. 

(5) On the reconstitution of a governing body under sub-section (4), all 
toe property of the recognised association which had vested in, or was 
in the possession of, the person or persons appointed under sub-section 
(1) shall vest or revest, as the case may be, in the governing body so 

reconstituted. 
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14. Power to suspend business ol recognised associations. — If in the 

interest of the trade or in the public interest the Central Government 
considers it expedient so to do, it may, by notification in the Official 
Gazette, direct a recognised association to suspend such of its business 
for such period not exceeding seven days and subject to such conditions 
as may be specified in the notification, and may if, in the opinion of the 
Central Government, the interest of the trade or the public interest so 
requires by like notification extend the said period from time to time : 

Provided that where the period of suspension is likely to exceed cne 
month, no notification extending the suspension beyond such period shall 
be issued, unless the governing body of the recognised igsoeiation has 
been given an opportunity of being heard in the matter. 

CHAPTER IV 

Forward Contracts and Options in Goods 

10. Forward contracts in notified goods illegal or void In certain 

circumstances (J) The Central Government may, by notification in the 

Official Gazette, declare this section to apply to such goods or class of 
goods and in such areas as may be specified in the notification, and there- 
upon, subject to the provisions contained in section 18, every forward 
contract for the sale or purchase of any goods specified in the notification 
which is entered into in the area specified therein otherwise than between 
members of a recognised association or through or with any such member 
shall be illegal. 

(2) Any forward contract in goods entered into in pursuance of sub- 
section ( 1 ) which is in contravention of any of the bye-laws specified in 
this behalf under clause (a) of sub-section (3) of section 11 shall be void — 

(t) as respects the rights of any member of the recognised 
association who has entered into such contract in contravention of 
any such bye-law, and also 

(n) as rospccts the rights of any other person who has knowingly 
participated in the transaction entailing Buch contravention, 

(3) Nothing in sub-section (2) shall affect the right of any person other 
than a member of the recognised association to enforco any such contract 
or to recover any sum under or in respect of such contract : 

Provided that suoh person had no knowledge that such transaction was 
in contravention of any of the bye-laws specified under clause (a) of sub- 
section (3) of section 11- 

(4) No member of a recognised association shall, in respect of any 
.goods specified in the notification under sub-section (1), enter into any 
contract on his own account with any person other than ft member of the 
recognised association, unless he has secured the consent or authority 
of such person and discloses in the note, memorandum or agreement of 
sale or purchase that he has bought or Bold the goods, as the case may be 
on his own account : 

Provided that where the member has secured the consent or authority 
of such person otherwise than in ■writing he shall secure a written con- 
firmation by such person of such consent or authority within throe days 
from the date of such contract: 
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Provided farther that in respect of any outstanding contract entered 
into by a member with a person other than a member of the recognised 
association, no consent or authority of such person shall be necessary 
for closing out in accordance with the bye-laws the outstanding contract, 
if the member discloses in the note, memorandum or agreement of sale 
or purchase in respect of such closing out that he has bought or sold tha 
goods, as the case may be, on his own account- 

16. Consequences of notification under section 15.— Where a noti- 
fication has been issued under section 15, then notwithstanding anything 
contained in any other law for the time being in force or in any custom, 
usage or practice of the trade or the terms of any contract or the bye-lawu 
of any association concerned relating to any oontruct, — - 

(a) every forward contract for the sale or purchase of any goods 
specified in the notification, entered into before the date of the 
notification and remaining to be performed after the said date and 
whkh is not in conformity with the provisions of section 15, shall be 
deemed to be closed out at such rate as the Central Government 
may fix in this behalf, and different rates may be fixed for different 
classes of such contracts; 

( b) all differences arising out of any contract so deemed to be 
closed out shall be payable on the basis of the rate fixed under clause 
(n) and the seller shall not be bound to give and the buyer shall not 
be bound to take delivery of the goods. 

17. Power to prohibit forward contracts In certain cases.— (I) The 

Central Government may, by notification in the Official Gazette, dec’are 
that no person shall, save with the permission of the Central Government, 
enter into any forward contract for the sale or purchase of any goods 
or class of goods specified in the notification and to which the provisions 
of section 15 have not been made applicable, except to the extent and 
in the manner, if any, as may be specified in the notification. 

(2) All forward contracts in contravention of the provisions of sub- 
section ( 1 ) entered into after the date of publication of the notification 
thereunder shall be illegal. 

(31 Where a notification has been issued under sub-section (1), the 
provisions of section 16 shall, in the absence of anything to the contrary 
in the notification, apply to all forward contracts for the sale or purchase 
of any goods specified in the notification entered into before the date of the 
notification artd remaining to be performed after the said date as they 
apply to all forward contracts for the sale or purchase of any goods 
specified in the notification under section 15. 

18. Special provisions respecting certain kinds of forward contracts. — 

( 1 ) Nothing contained in Chapter IIT or Chapter TV shall apply to non- 
transferable specific delivery contracts for the sale or purchase of any 
goods : 

Provided that no person shall organise or assist in organising or be 
a member of any association Ln India (other than a reoognised association) 
which provides facilities for the performance of any non-transferable specific 
delivery contract by any party thereto without having to make or to 
receive actual delivery to or from the other party to the contract or to or 
from any other party named in the contract. 
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(2) Where in respect of any area the provisions of section 15 have been 
made applicable in relation to forv ard contracts for the sale or purchase 
of any goods or class of goods, the Central Government may, by ft like 
notification, declare that in the said area or any part thereof aB may be 
specified m the notification all or any of the provisions of Chapter III 
or Chapter IV shall not apply to transferable specific delivery contracts 
for the salo or purchase of tho said goods or class of goods either gene- 
rally, or to any class of such contracts in particular. 

(3) Notwithstanding anything contained in sub-section (1), if the 
■Central Government is of opinion that in the interest of the trade or in 
the public interest it is expedient to regulate and control non-transfcrablo 
specific delivery contracts in any area, it may, by notification in the 
Official Gazette, declare that all or any of the provisions of Chapters 
III and IV shall apply to such class or classes of non-transferable specific 
•delivery contracts in such area and in respect of such goods or class of 
goods as may be specified in the notification, and may also specify the 
manner in which and the extent to which all or any of the said provisions 
shall so apply. 

19. Prohibition of options in goods. — (I) Notwithstanding anything 
contained in this Act or in any other law for the time being in force, all 
options in goods entered into after the date on which this section comes 
into force shall be illegal. 

(2) Any option in goods which has been entered into before the date 
on which this section comes into force and which remains to be performed, 
whether whol'y or in part, after the said date shall, to that extent, be- 
come void. 


CHAPTEE V 

Penalties and Procedure 

20. Penalty for contravention of certain provisions of Chapter IV. — 

( 1 ) Any person who — 

(a) without reasonable excuse (the burden of proving which shall 
be on him) fails to comply with any requisition made under sub- 
section ( 3 ) of section 8; or 

(b) organises, or assists in organising, or is a member of, any 
association in contravention of the provisions oontained in the proviso 
to sub-section ( 1 ) of section 18; or 

(c) enters into any forward contract or any option in goods in 
contravention of any of the provisions contained in sub-section (I) of 
section 15, section 17 or section 19, 

shall, on conviction, be punishable with imprisonment for a term which 
may extend to one year, or with fine, or with both. 

(2) Any person who enters into any forward contract in contravention 
of the provisions contained in sub-section (4) of section 15 shall, on 
conviction, be punishable with fine. 
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21. Penalty for owning or keeping place used for entering Into 
forward contracts In goods, — Any person who — 

(a) owns or keeps a plaoe other than that of a recognised 
association, which is used for the purpose of entering into or making 
or performing, whether wholly or in part, any forward contracts in 
contravention of any of the provisions of this Act and knowingly 
permits such place to be used for Buch purposes, or 

( b ) without the permission of the Central Government, 
organises, or assists in organising, or becomes a member of, any 
association, other than a recognised association, for the purpose of 
assisting in, entering into or making or performing, whether wholly 
or in part, any forward contracts in contravention of any of the pro- 
visions of this Aot, or 

(c) manages, controls or assists in keeping any place other than 
that of a recognised association, which iB used for the purpose of 
entering into or making or performing, whether wholly or in part, 
any forward contracts in contravention of any of the provisions of this 
Act or at which such forward contracts are recorded or adjusted, or 
rights or liabilities arising out of such forward contracts tire adjusted, 
regulated or enforced In any manner whatsoever, or 

(d) not being a member of a recognised association, wilfully re- 
presents to, or induoes, any person to believe that he is a member of 
a recognised association or that forward contracts can be entered into 
or made or performed, whether wholly or in part, under this Apt 
through him, or 

(e) not being a member of a reoognised association or his agent 
authorised as such under the rules or bye-laws of such association; 
canvasses, advertises or touts in any manner, either for himself or 
on behalf of any other person, for any business connected with 
forward contracts in contravention of any of the provisions of this 
Aot, or 

i 

(/) joins, gathers, or assists in gathering at any place, other than 
the plaoe of business specified in the bye-laws of a reoognised asso- 
ciation, any person or persons for making bids or offers or for entering 
into or making or performing, whether wholly or in part, any forward 
contracts in contravention of any of the provisions of this Aot, or 

( g ) makes, publishes or circulates any statement or information 
which is "false" and which he either knows or believes to be false, 
aftecting or tending to affect the course of business in forward con- 
tracts in respect of goods to which the provisions of section 16 have 
been made applicable, 

shall, ou conviction, be punishable with imprisonment which may extend 
to two years, or with fine, or with both. 

22. Offences by oomp&nles. — ( 1 ) Where an offence has been committed 
by a company, every person who, at the time the offence was committed, 
was in charge of, and was responsible to the company for the conduct 
of, the business of the company, as well fls the company, shall be deemed 
to be guilty of the offence and shall be liable to be proceeded against and 
punished accordingly: 
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Provided that nothing contained in this sub-seotion shall render ar»y 
such person liable to any punishment provided in this Act, if he prove# 
that the offence was committed without his knowledge or that he exercised 
all due dil'gence to prevent the commission of such offeuee. 

(2) Notwithstanding anything contained in sub-section (1), where an 
offence under this Act has been committed by a company and it is proved 
that the offence has been ootnmitted with the consent or connivance of, 
or is attributable to any .gross negligence on the part of, any director, 
manager, secretary or other officer of the company, such director, manager, 
secretary or other officer shall also be deemed to be guilty of that offence 
and shall be liable to be proceeded against and punished accordingly. 

Explanation . — For the purposos of this section, — 

(а) "company” means any body' corporate and includes a firm or 
other association of individuals; and 

(б) "director”, in relation to a firm, means a partner in the firm 

23. Certain offences to be cognizable. — Notwithstanding anything con- 
tained in the Code of Criminal Procedure, 1898 (Act V of 1898), any offence 
punishable under sub-section (I) of section 20 or section 21 shall be 
deemed to bo a cognizable offence within the meaning of that Code. 

24. Jurisdiction to try offences under this Act, — No court inferior to 
that of a presidency magistrate or a magistrate of the first class shall take 
cognizance of or try any oSence punishable under this Act. 

CHAPTER VI 

Miscellaneous 

26. Advisory Committee.— For the purpose of advising the Central Gov- 
ernment in relation to any matter concerning the operation of this Act, 
the Central Government may establish an advisory committee consisting 
of such number of persons as may be prescribed. 

26. Power to delegate. — The Central Government may. by notification 
in the Official Gazette, direct that any power exercisable by it under tills 
Act may, in such circumstanoes and subject to such conditions, if any, as 
may be specified, be exercised by such officer or authority, including any 
State Government or officers or authorities thereof as may be specified in 
the direction. 

27. Power to exempt. — The Central Government may, by notifica- 
tion in the official Gazette, exempt, subject to such conditions and in 
such circumstanoes and in such areas as may be specified in the notifica- 
tion, any contract or class of contracts from the operation of all or any of 

the provisions of this Act. 

28. Power to make rules. — (1) The Central Government may, by 
notification in the Official Gazette, make rules for the purpose of carrying 
into effect fhe objects of this Act. 

(8) In particular, and without prejudice to the generality of the 
foregoing power, such rules may provide for — 

(a) the terms and conditions of service of members of the 

Commission ; 
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(b) the manner in which applications for recognition may be 
made under section 6 and the levy of fees in respect thereof; 

(o') the manner in which any inquiry for the purpose of reoog- 
nising any association may be made and the form in which recogni- 
tion shah be granted; 

(d) the particulars to be contained in the annual reports of recog- 
nised associations ; 

(e) the manner in which the bye-laws to he made, amonded or 
revised under this Act shall, before being so made, amended or 
revised, be published for criticism; 

(/) the constitution of the advisory committee established under 
section 25, the ternm of office of and the manner of filling vacancies 
among members of the committee ; the interval within which meetings 
of the advisory committee may be held and the procedure to be followed 
at such meetings; and the matters which may be referred by the Cen- 
tral Government to the advisory committee for advice ; 

(?) any other matter which is to be or may be prescribed. 


The following Report of the Select Committee on the Bill further to 
amend the Administration of Evacuee Property Act, 1950, was presented 
to the House of the People on 5th November, 1952: — 

Members of the Select Committee. 

Pandit Thakur Das Bhargava — Chairman. 

Lala Achint Ram, 

Bhrimati Subhadra Joshi, 

Shri Jagannathrao Krishnarao Bhonsle, 

Shri IJarendra P. Nathwani, 

Shri H. C. Heda, 

Shri Nemi Chandra Kasliwal, 

Shri Ram l’ratap Garg, 

Pandit Chatur Narain Maiviya, 

Shri Jwala Prasad, 

Giani Gurinukh Singh Musafir, 

Shn Syed Mohammad Ahmad Kazmi, 

Col. B. H. Zaidi, 

Shri Digambar Singh, 

Shri Mulehand Dube, 

Shri Kanha-iya Lai Balnnki, 

Shri Syed Ahmad, 

Pandit Lakshmi Kanta Maitra, 

Shri Basanta Kumar Das, 

Shri Radha Charan Sharma, 

Chaudh/i Hyder Husein, 

Shri Rohini Kumar Chaudhuri, 
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Shrimati Sucheta Kripalani, 

Shri V, P. Nayar,- 

Shri Vishnu Ghanashyam Deshpande, 
Shri Bhawani Singh, 

Dr, Manik Chand Jatav-vir, 

Shri Avudeshwar Prasad Siriha, 

Shri P. N. llajabhoj, 

Shri A jit Prasad Jain. 


Befout of the Select Committee 

The Select Committee to which the Bill further to amend the Adminis 
tration of Evacuee Property Act, 1950 was referred, have considered the 
Bill and 1 have now to submit this their Iteport, with the Bill as amended 
by the Committee annexed hereto. 

2. Upon the changes proposed which are not formal or consequential, 
it may be noted as follows : — 

Clause 4 (original). — ’The Committee has omitted this clause 
which purports to transfer the power of appointment of Custodians 
from State Governments to the Central Government because the 
Committee were given to understand that the State Governments 
desire that the existing position should continue. 

Clause 4 ( original clause 5). — The Committee felt that there 
should be some restriction upon the power of the Custodian to take 
charge of the management of a company. It has accordingly been 
provided that the Custodian shall not exercise such power except With 
the previous approval of the Central Government. 

Clause 5 ( original clause 6). — The Committee has limited the 
power of the Custodian to cancel prepartition leases to two specified 
cases, namely, (i) where the leaso has been sublet; and (ii) where 
the lessee has used the property for a purpose other than that for 
which it was leased. 

Clause 6 (original clause 7'). — The Committee was of the opinion 
that where tenancy rights vest in the Custodian some provision should 
be made for safeguarding the interests of the original lessor. The 
Committee has accordingly provided that in such cases the Custodian 
shall not have the power to grant, without the consent in writing of 
the original lessor — (a) whore the original lease is for a specified period, 
any lease for a poriod extending beyond the date on which the original 
lease would have expired; and (b) where the original lease is from 
year to year or month to month or on any other similar tenure, any 
lease on a tenure different from that of the original lease. 

Clause 7 (original clause 8 ). — It has been made clear that where 
an application under Bection 16 is rejected there will be nothing to 
prevent the applicant from establishing his title to the property hi 
a civil court. 
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Clause 8 ( original clause 9j). — The Committee felt that the words 
'for any default of the evacuee’ were far too sweeping. It was of the 
opinion that the exemption from eviction should apply only where 
an ovaouee has made any default after he became an evacuee or within 
a period of one year preceding the date of his becoming an evacuee. 
Section 18 of the principal Act as substituted by this clause has been 
amended, accordingly. 

Clauses f2 and 14 (new). — The amendments are consequential upon 
the omission of Chapter IV relating to ‘intending evacuees' 

Clause 13. ~ The limit of five thousand rupees in respect of 
exemption irom confirmation of a transfer has been reduced to three 
thousand rupees. It has also been provided that in tho case of transfers, 
in respect of which the consideration exceeds such limit as may be 
prescribed by rulos, the previous approval of the Custodian General 
shall be necessary. The position with respect to pending proceedings 
for confirmation of transfers has been made clear. A few drafting 
alterations have also been made. 

Clause 16. — The amendments proposed to sub-section (3) of section 
50 have beep omittod in view of the omission of clause 4 of the Bill. 
It has also been provided that in future all rules mado by the Central 
Government shall be laid before Parliament. 

Clause 17 (new ). — This new clause has been inserted to olarify the 
effect of ropeal of Chapter IV relating to 'intending evacuees’. It has 
beer, provided that notwithstanding such repeal any property which is 
already vested in the Custodian under section 22 and any proceedings 
which are pending under that section shall not be affected. 

B. The Bill was published in the Gazette of India, Fart II, Section 2, 
dated the 9th August, 1952. 

4. The Select Committee think that the Bill has not been so altered as 
to require circulation under Buie 99(4) of the Buies of Procedure and 
Conduct of Business in the House of the People and they recommend that 
it be passed as now amended. 


New Delhi; 

The 5th November 1952. 


THAKUR DAS BHARGAVA, 
Chairman of the Select Committe 0 . 


Minutes of Dissent 

I 

I disngree with the report of the Select Committee on the Administra- 
tion of Evacuee Property (Amendment) Bill, 1962. There can be no 
two opinions about the policy of providing all possible facilities to all the 
loyal citizens of this country in their o-rdmaiy transactions. If there are 
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any genuine cases where this Administration of Evacuee Property Act 
is causing injustice to the members of a particular community, bucE 
injustice has to be removed. But in our anxiety to do justice to those 
few' genuine cases we must not do anything whereby the Evacuee 
Property pool which has already considerably dwindled, -would diminish 
still further and at the same time the relaxation in rules should not help 
those persons who had always the intention of leaving India and settling 
in Pakistan and are just waiting for opportunity to do so. After keeping 
the above mentioned prinoip'e before our eyes, I feel that the Bill in 
the present form will do greater barm than good. 


In the first place the sweeping manner in which the sections in the 
Principal Act relating to the intending evacuee have been removed, is 
bound to re-act very unfavourably against the interests of India. In 
fact it was necessary to strengthen tbo sections regarding the intending 
evacuees instead of relaxing them. It is argued that the sub-clauses 
giving the definition of the intending evacuee ha\e been incorporated in 
the definition of tho evucueo itself by the addition of new clause; but I 
would like to point out that the date given in the definition was 14th day 
of August 1947 and now the Bill, as amended, gives tho definition of 
evacuee as “who has, after tho 18th day of October 1949, transferred to 
Pakistan, without the previous approval of the Custodian, his assets or 
any part of his assets situated in any part of the territories to which this 
Act extends". This means that a person who haB transferred his assets 
before 18th day of October 1949 would escape the consequences of having 
done so. In fact thero are many eases where the intending evacuees have 
acquired huge properties in Pakistan and transferred considerable portion 
of their properties from India to that Dominion and are waiting in India 
only to dispose of the remaining property. By this elimination of the 
clause relating to the intending evacuee and relaxation regarding the date, 
the work of these intending evacueos has become much easier. I would 
suggest that in addition to retaining the o’d date of 14th day of August 
1947, we have to add a clause whereby persons whose families including 
the wife and children are continuously staying in Pakistan should come 
under the category of the intending evacuee. The proposal to drop the 
clause which includes “any person against whorti an intention to settle 
in Pakistan is established from his' conduct or from documentary evidence" 
is also giving latitude to those persons who want to leave India and go 
over to Pakistan, In no case persons against whom there is documen- 
tary evidence or against whom it can he established from their conduct 
that they are intending to go to Pakistan, should be exempted from the 
operation of the Administration of Evacuee Property Act. 


(2) I also oppose the clause 6 of the Bill as amended by the Select 
Committee. The restoration of evacuee property ought to be entrusted 
to some judicial authority and not even to the Custodian or Custodian- 
General. The Custodian even, though quasi-judicial authorities, are 
actual administrators of the evacuee property and hence woifid not be 
able to apply judicial) mind to the question and hence I propose that this 
matter be referred to some judicial officer of the grade of the' District 
Judge, In no case it should be left to the discretion of the Government. 
Previously this authority was vested in the Custodian-General who was 
a quasi-judicial Officer and now it has been left entirely to the discretion 
of the Government. 
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(3) I also oppose Clause 13 of the Dill as amended by the Seleot Com- 
mittee which deals with the validity of transfers respecting property subse- 
quently declared to be evacuee property; though reducing the limit of pro- 
perty transferred to Palustan from Its. 5,000 to Rs. 3,000 is some satisfac- 
tion. On the whole the Section 40 as amended will do greater harm to the 
citizens of India than to those who want to leave this country. The 
Custodian while giving sanction to any transfer should have the power to 
refuse sanction to any transaction if there is an evidence that the person 
who is transferring his property is intending to opt to Pakistan provided 
that the intention to opt to Pakistan is established from the conduct of 
such person or from some documentary evidence. 

It is really unfortunate that tho majority in the Seleot Committee 
though agreed in principle to the point of view' presented by the minority, 
could not sec its way to support tho amendments proposed by members 
belonging to minority groups. It is further to be noted that considerations 
of prestige particularly on the issue of vesting power into the Judicial 
Officer of exempting any properties from the operation of evacuee property 
came in the way of fair discussion on these clauses and hence the report 
on the Administration of the Evacuee Property (Amendment) Bill cannot 
be said to be the outcome of free discussion on the merits of the case, 
and hence I disagree with the report. 

A promise was given on the floor of the Houbc by the Hon ’hie Minister 
that the Refugee Associations would be consulted and opportunities would 
be given to them to express their views on this Important Bill. But it 
is unfortunate that the All India Refugee Association which wanted to 
place its views before the Committee was not given an opportunity to do 
so on the grounds that it was too late to do so. In fact such a measure 
should not be passed in a hurry and opportunity ought to have been 
given to Refugee Organisations to express their views. 

V. G. DESHPANDE. 


New Delhi; 

The 5th November, 1952. 


II 

The provisions re'ating to the intending evacuees are sought to be 
softened as some of our politicians think they are too rigid. But in view 
of the present position it appears we are not justified in totally removing 
the provisions reluting to intending evacuees. The Pakistan Government 
has not '’hanped its attitude in twv manner whatsoever and the proposed 
change has bean adversely commented there. Anyhow I sec no justifi- 
cation for those who have been found by the authorities to be intending 
evacuees to be removed from that category. In my opinion no harm will 
result in the retention of tho provisions relating to this clause. I reserve 
to myself the right to move amendments. 

SUCHETA KRIPALANI. 

New Delhi; 

The 5th November , 19&2. 
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(Aa AMENDED BY THE SELECT COMMITTEE) 

(Words underlined or sidelined indicate the amendments suggested by the- 
Committee ; asterisks indicate omissions) 

Bill No. 91 op 1952 

A 

BILL 

further to amend the Administration of Evacuee Property Act, 1950. 

Bk it enacted by Parliament as follows: — 

1. Short title and commencement. — ( 1 ) This Act may be called the 
Administration of Evaouee Property (Amendment) Act, 1952. 

(9) It shall come into force on such date as the Central Government 
may, by notification in the Official Gazette, appoint. 

2. Amendment of section 2, Act XXXI of 1950.— In section 2 o.f the 

Administration of Evacuee Property Act, 1950 (hereinafter referred to as 
the principal Act), — * * * 

(a) in clause (I), — 

(1) at the end of sub-clause (hi), the word "or” shall be inserted, 
and after that sub-clause and before the Explanation thereto, the 
following clausos shall be inserted, namely:- — 

"( iv ) who has, after the 18th day of October, 1949, trans- 
ferred to Pakistan, without the previous approval of the Custo- 
dian, his assets or any part of his assets situated in any part of 
the territories to which this Act extends; or 

( v ) who has, after the 18th day of October, 1949, acquired, 
if the acquisition has been made in person, by way of purchase 
or exchange, or, if the acquisition has been made by or through 
a member of his family, in any manner whatsoever, any right to, 
interest in, or benefit from, any property which is treated as 
evacuee or abandoned property under any law for the time being 
in force in Pakistan;”; 

(2) the Explanation to sub-clause (Hi) shall be numbered as 
Explanation I and after that Explanation ns so numbered, the fo'low- 
ing further Explanations shall be inserted, namely: — 

“Explanation 77,— For the purposes of sub-clauBe (iv), the 
transfer to Pakistan by any person of any reasonable sum of 
money in accordance with the rules made in this behalf by the 
Central Government for the purpose of financing any transaction 
In the ordinary course of his trade or for the maintenance of any 
member of the family of such person shall not be deemed to be 
a transfer of his assets within the meaning of that sub-clause. 

Explanation III. — For the purposes of sub-clause (v), the 
acquisition of any right to, interest in, or benefit from, any such 
property aa is referred to in that sub-olause by a firm, private 
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limited company or trust of which any person is a partner, 
member or beneficiary, as the case may be, shall be deemed to 
be an acquisition by that person of such right, interest or benefit 
within the meaning of that sub-clause.”; 

( b ) clause ( e ) shall be omitted; 

(c) in clause ( / ), for the words beginning with ' ‘‘evaouee pro- 
perty” means’ and ending with the words “to the extent of such 
right or interest,” the following shall be substituted, namely : — 

1 ’’evacuee property” means any property of an evacuee (whether 
held by him as owner or as a trustee or as a benefioiary or as a 
tenant or in any other capacity), and includes any property which 
has been obtained by any person from an evacuee after the 
14th day of August, 1947, by any mode of transfer whioh is not 
effective by reason of the provisions contained in section 40.’ 

3. Omission of section 3, Act XXXI of 1950.— Section 8 of the prin- 
cipal Act shall be omitted. 

* * * * * 

4. Amendment of section 10, Act XXXI of I960. — In sub-section (2) 
of soetion 10 of the principal Act, after clause ( l ), the following clause 
shall be inserted, namely/: — 

“(ll) in any case where the evacuee property which has vested 
in the Custodian consists of fifty-one per cent, or more of the shares 
in a company, the Custodian may take charge of the management 
of the whole affairs of tho company and exercise, in addition to any 
of the powers vested in him under this Act, all or any of the powers 
ot the directors of the company, notwithstanding that the registered 
office of such company is situate in any part of the territories to which 
| this Act extends, and notwithstanding anything to the contrary 

’ contained in this Act or the Indian Companies Act, 1913 (VII of 1913) 

I or in the articles of association of the company: 

Provided that the Custodian shall not take charge of such manage- 
ment of tho Company except with tho previous approval of the Central 
Government. ” 

5. Amendment of section 12, Act XXXI of I960, — In sub-section (1) 
of section 12 of the principal Act,— 

(o) for the words “where such allotment, lease or agreement has 
been gi anted or entered into after the 14th day of August, 1947” the 
following shall be substituted, namely: — 

“whether such allotment, lease or agreement was granted or 
entered into before or after the commencement of this Act,” 

( b ) the following proviso shall bo added, namely: — 

“Provided that in the case of any lease granted before the 
14th day of August, 1947, tho Custodian shall not exercise any 
of the powers conferred upon him under this sub-section unless he 
is satisfied that the lessee — 

(a) has sublet, assigned or otherwise parted with the 
possession of the whole or any part of the property leased 
to him; or 

( h ) has used or is using such property for a purpose other 
than that for which it was leased to him.” 
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8. Insertion of new section 12 A In Act XXXI of 1950.— After section 

jl2 of the principal Aot, the following section shall be inserted, namely: — 

“12A. Special provisions with respect to transfer of tenancy 
rights of evacuees. — ■(!) Notwithstanding anything to the contrary 
contained in this Act or in any other law for the time being in force, 
where tenancy rights have vested in the Custodian as evacuee property 
and the Custodian has granted a lease in respect of such property, 
the Custodian may, in any case where the lessor under whom the 
property was held immediately before it vested in the Custodian ia 
not an evacuee, declare, by general or special order, that with effect 
from such date as may be specified in the order he shall stand absolved 
of all responsibilities with respect to the property or the lease granted 
by him. 

(2) On the makiDg of any such declaration as is referred to in 
■sub-section (2),— 

(a) the lease granted by the Custodian shall be deemed to 
have effect as if granted by the lessor under whom the property 
was held immediately before the Custodian assumed possession 
or control thereof and shall continue to have such effect until it 
is determined by lapse of time or by operation of law; 

(ft) all sums realised by the Custodian in respect of the 
said lease before the date of the declaration referred to in sub- 
section (1) shall, subject to the deduction of fees, if any, 
payable to the Custodian, become payable to the lessor against 
whom the lease has now effect. 

{3) Nothing contained in this section shall — 

(a) be deemed to empower the Custodian to grant, without i 
tho consent in writing of the original lessor or his successor in 
nterest — 

(0 where the original lease is for a specified period, any 
lease for a period extending beyond the date on which the 
original lease would have expired; or 

(») whore the original lease is from year to year or month 
to month or on any other similar tenure, any lease on a 
tenure different from that of tho original lease; 

(ft) render the Custodian liable to any person for any Rum 
in excess of the sum payable to the lessor under clause (ft) of 
sub-section ( 3 ), or 

(o) prejudice any rights of the lessor or the lessee, to which 
he may be entitled under any other law for the time being in 
force, consistently with the terms and conditions, if any, of 
tile lease granted by the Custodian. ” 

7. Amendment of section 18, Act XXXI of 1950 -In section 10 of the 

principal Act, for sub-sections (2) and (2), the following sub-sections 
shall 'be substituted, namely: — - 

“16. Restoration of evacuee property. — -(2) Subject to such rules 
as may be made in this behalf, the Central Government or any person 
authorised by it in this behalf may, on application made to it or him 
by an evacuee or by any person claiming to be the heir of an evacuee, 
and, on being satisfied that it is just or proper so to do, grant 
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to the applioant a certificate stating that any evacuee property, 
which has vested in the Custodian and to which the applicant would 
have been entitled if this Act were not in force, shall be restored to 
him. 

(f?) If the evacuee or, as the case may be, the heir to whom a 
certificate has been granted under sub-section (1) applies to the 
Custodian in writing for the restoration of the evacuee property 
whioh has vested in the Custodian and in respect of which the oerti. 
ficate has been granted, the Custodian shall, on the production by 
the applicant of the certificate and subject to the other provisions 
oontained in this section and in any rules that may be made in thin 
behalf, restore the evacuee property to the applicant, 

(ffA) (Jn receipt of an application under sub-section (2), the Uus- 
todian shall cause public notice thereof to be given in the prescribed 
manner and after holding a summary inquiry into the claim in such 
manner as may be prescribed shall— 

(a) if be is satisfied with respect to the title of the applicant 
to the property, make a formal order restoring tho pioperty to 
the applicant; or 

(b) if he is not so satisfied, reject the application, without 
prejudice to the right of tho applicant to establish his title to the 
property in a civil court; or 

(c) if he entertains any doubt with respect to the title ol 
the applioant to the property, refer him to a civil court for the 
determination of his title thereto: 

Provided that no order for tho restoration of any evacuee 
property shall be made under this section unless provision has 
been made in the prescribed manner for the recovery of any 
amount due to the Custodian in respect of the property or the 
management thereof." 

8. Substitution of new section for section 18, Act XXXI of I960.— 

For section 18 of the principal Act, the following section shall be 
substituted and shall be deemed always to have been substituted, 
momely : — 

"18. Occupancy or tenancy rights not to be extinguished . — 
Where the rights of an evacuee in any land or in any house or other 
building consist or consisted of ocoupancy or tenancy rights, nothing 
contained in any law for the time being in force or in any contract 
or in any instrument having the force of law or in any decree or 
order of any court, shall extinguish or be deemed to have extinguished 
any suoh rights either on the tenant becoming an evacuee within the 
meaning of this Act or at any time thereafter so as to prevent such 
rights from vesting in the Custodian under the provisions of this 
Act or to prevent the Custodian from exeroising all or any of the 
powers conferred on him by this Act in respect of any such rights, 
and, notwithstanding anything contained in any such law, contraot, 
instrument, decree or order, neither the evacuee nor the Custodian, 
whether as an ocoupancy tenant or as a tenant for a certain time, 
monthly or otherwise, of any land, or house or other building shall 
be liable to be ejected or be deemed to have become so liable on any 
ground whatsoever for anv default of — * * * 
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(a) the evacuee committed after he became an evacuee or 
within a period of one year immediately preceding the date of his 
becoming an evacuee; or 
(5) the Custodian.” 

9. Omission of Chapter IV, Act XXXI of 1950,— Chapter IV of the 
principal Act shall be omitted. 

10. Amendment of section 24, Act XXXI of 1950. — In section 24 of 
the principal Act, in sub-section (1 ), — 

(a) the word and figures “section 19” shall be omitted ; 

(fi) in the proviso, tor the words, brackets, letters and figures "sub- 
clause (iit) of clause (d) of section 2, or that the property is not 
evacuee property within the meaning of sub-clause (3) of clause 
(/) of section 2,” the words, brackets, letters and figure, “sub-clause 
(lit) or sub-clausc (id) or sub-clause ( v ) ot clause (<1) of section 2,” 
shall be substituted. 

11. Amendment of section 25, Act XXXI of 1950. — In section 25 of 
the principal Act, lor sub-section (1), the following sub-section shall be 
gubstituted, namely: — 

“(1) Any person aggrieved by an order under section 7 declaring 
his property to bo evacuee property on the ground that he is an 
evacuee within the meaning of sub-clausc (tit) or sub-clause (iv) or sub- 
clause (u) of clause (d) of section 2 may prefer an appeal, in such 
manner and within such time as may be prescribed, to the district 
judge nominated in this behalf by the State Government.” 

12. Amendment of section 20, Act XXXI of I960.— Sub-section (3) of 
seption 2G of the principal Act shall be omitted. 

13. Substitution of new section for sections 40 and 41, Act XXXI of 

I960.— For sections 40 and 41 of the principal Act, the following sections 
shall be substituted, namely: — 

“40. Validity of transfers respecting property subsequently 
declared to be evacuee properly. — (7) No transfer made after the 
14th day of August, 1947, by or on behalf of any person hi any 
manner whatsoever of any property belonging to him shall be 
effective so as to confer any rigid a or remedies in respect of the 
transfer on the parties thereto or any person claiming under them 
or either of thorn, if, at. any time afier the transfer, the transfer' r 
becomes an evacuee within the meaning of scHion 2 or the properry 
oi the transferor is declared or notified "to be evacuee pioperty within 
file meaning of this Act, unless the transfer is confirmed by the 
Custodian in accordance with the provisions of this Act. 

(2) Nothing contained in sub-section (1) shall apply to the transfer 
for valuable consideration of any such property as is referred to therein 
in any of the following cases, namely.— 

(a) whore (he transfer has been made with the previous 
approval of the ruetodinn before the commencement of the 
Administration of Evacuee Property (Amendment) Act, 1952; 

( b ) where the transferor has not left oi’ does not leave Tndia 
for Pakistan within a period of two years from the date of the 

transfer : 
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Provided, that in the ease of a transfer made before the com- 
mencement of the Administration of Evacuee Property (Amend- 
ment) Act, 1952, the transferor had not left India for Pakistan 
before such commencement, notwithstanding that a period of two 
years had already elapsed before such commencement; 

(e) where the transfer is made after the commencement of 
the Administration of Evacuee Property (Amendment) Act, 1952, 
and — 

(t) the value of the property transferred is less than three 
thousand rupees : 

Provided that the transferor does not transfer any other 
property belonging to him within a period of one jear from 
the date of the transfer; or 

(ii) the value of the property exceeds three thousand 
rupees but the transfer is made with the previous approval of 
the Custodian or in the prescribed cases with the previous 
approval of the Custodian General. 

(5) An application under sub-section (1) for the confirmation 
of any transfer may be made by the transferor or the transferee or 
any person claiming under, or lawfully authorised by, either of 
them to the Custodian within two months from the date of the 
transfer or within tvo months from the date of the declaration or 
notification referred to in sub-section (I) whichever is later, and the 
provisions of section 5 of the Indian Limitation Act, 1908 (IX of 1908) 
shall apply to any such application. 

(4) Where an application under sub-section ( 1 ) has been made 
to the Custodian for confirmation, he shall hold an inquiry in respect 
thereof in the prescribed manner and may reject the application if 
he is of opinion that — 

{a) the transaction has not been entered into in good faith 
or for valuable consideration; or 

(b) the transaction is prohibited undei any law for the. time 
being in foice; or 

(c) the transaction ought not to be confirmed for any other 
reason. 

(5) Where, in respect of any transfer made before the commence- 
ment of the Administration of Evacuee Property (Amendment) Act, 
1952, the Custodian has rejected any application for confirmation 
thereof solely on the ground — - 

(a) that although the transaction was entered into in good 
faith, the consideration paid was not adequate, or 

( b ) that the application was barred by limitation, 

then, notwithstanding anything to the contrary contained in any 
law or contract or deeiee or order of a civil court or other authority, 
but subject to any rules that may be made by the Central Government 
in this behalf, the Custodian may exercise any of the following powers 
in respect of the transfer, namely: — 

(i) confirm the transfer if the consideration paid for the 
transfer is adequate; 
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(ii) oonfiVm the transfer, it the transferee agrees to pay tb 
the Custodian the difference in value botweon the value of the 
property as assessed by the Custodian and the amount actually 
paid by the transferee to the transferor; 

[ill) if the transferee agrees, take possession of such part of the 
property as, after dividing it by metes and bounds, is equivalent 
ui value to the difference betVeen the value of the property as 
assessed by the Custodian and the amount actually paid by the 
transferee to the transferor; 

( iv ) it the tmnsleree t\ green, talie possession of the entire 
property by paying off to the transferee the amount which the 
Custodian finds as having been actually paid by the transferee 
to the transferor n w consideration for the transfer; nr 

(a) ii the transferee does not ngiee to any of the courses 
ride) red to in clauses (tt) to (iv) inclusive, auction the property 
and if the sale proceeds exceed the amount actually paid by the 
transferee, pay to the tmnsfeiee the amount paid by him and take 
over the balance and ii the sale pioceeds are equivalent to, or 
fall short of, the amount actually paid by the transferee, pay 
the entiie side pineecds to the transferee: 

Provided that where any application for confirmation of a 
transfer is rejected on the ground specific,! in clause (b) of this 
sub-section the powers conferred on the Custodian by this section 
shall not be exercised unless the Custodian finds that the tran- 
saction has been entered into in good faith.’* * ¥ 

(6) If the application is not rejected under sub-Boution (4), the 
Cusiodiun may confirm f lie transfer either unconditionally or on such 
terms and conditions as he may think fiti to impose, 

(7) The Cmtodian may, in respect of any application for 
confirmation of a transfer pending before him on the commencement 
ui the Administialion nt Evuuve Piopu'ty (Amendment) Act, 195*2, 
which is liable to be rejected on either of the grounds specified in 
clausos (a) and (5) of sub-section (5), exercise any of the powers con- 
ferred on him under that sub-section. 

( 8 ) For the removal ot doubts, it is hereby deelaicd that every 
property transferred in contravention of the provisions of this section 
which does not confer any rights or remedies m relation to the transfer 
on the parties thereto shall be deemed to be propci ty declared to be 
tvaoui-b piopcrty within tin meaning of sub— ection ( 1 ) of section 7 
and to have vested in tlys Custodian in accordance with the provisions 
of section 8. 

41 T i ansae 1 1 >ns relating to evtuuce property void in certain 
circumstances —Subject to the other previsions contained in this Act, 
every transact! >n entered into by any person in ie-,pect of property 
declared or deemed lo be declared to be evacuee pi operty within the 
meaning of this Act, shall be void unless entered into by or with the 
previous approval of the Custodian.” 

11. Amendment of section 46, Act XXXI of 1950. — In section 40 of 
the principal Act, clause (b) shall be omitted. 
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15. Substitution ol new section lor section 52, Act XXXI of I960.— 

For section 52 of the principal Act, the following section shall be substi- 
tuted, namely: — 

“62. Power to exempt.- — The Central Government may, by 
notification in the Official Gazette, declare that all or any of the 
provisions of this Act or of the rules made thereunder shall not apply, 
or shall be deemed never to have applied, or Bhall cease to apply, or 
shall apply only with such modifications or subject to such conditions, 
restrictions or limitations as may be specified in the notification, to 
or in relation to any class of persons or class of property.” 

16. Amendment of section 66, Act XXXI of I960.— Tn section 50 of 
the principal Act. — 

(1) in sub-section (2 !), — 

(a) after clause (6), the following clause Bhall be inserted^ 
namely : — 

“(bb) the transfer by the Custodian of any case pend- 
ing before any officer subordinate to him or the withdrawal 
to himRelf for disposal of any case so pending or the exeroise 
of any similar powers by the Custodian General in respect of 
cases pending before any officer subordinate to him;”; 

(6) for clause (q), the following clause shall be substituted, 
namely : — 

“ (q) the manner in which applications for the previous 
approval of the Custodian may be made undor section 40 
and the matters which he shall take into account in grant- 
ing such approval, and the nature of cases and the circums- 
tances in which the Custodian may confirm or refuse to confirm 
a transfer under that section: 
******* 

(2) after sub-soction (8), the following sub-Bection shall be 
insorted, namely: — 

“(4) All rules made under sub-scotions (I) and (2) after the 
commencement of the Administration of Evacuee Property (Am- 
endment) Act, 1952 shall be laid for not loss tlmn fourteen clays 
before Parliament as soon as possible after tbev are made.” 

17. Effect of repeal of Chapter IV, Act XXXI of 1960. — (7) The repeal 
of Chapter IV of the principal Act shall not affect — 

(«) any property which has vested in the Custodian under section 
22 of the principal Act before tho commencement of this Act, or 

(b) any proceeding pending under that section on such com- 
mencement, 

nnd any such property shall continue to so vest and any such proceeding 
may be continued as if this Act had not been passed. 

(2) Save as aforesaid, on tho repeal of Chapter IV of the principal Act, 
every order passed under section 19 of the principal Act declaring any 
porson io bo an intending ovneu-'e and even attachment of property effected 
under that section shall cease to have effect and every proceeding pending 
Under ihnt section shall abate. 

(3) Save to the extent to which it is otherwise provided in this section, 
the mention of particular matters in this section shall be without prejudica 
to the general application of section 6 of the General Clauses Act, 1897 
(X of 1897), with respect to the effect of repeals. 
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The following lie port' of the Select Committee on the Bill further to 
amend the Indian Income-tax Act, 1922, was presented to the House of 
the People on 7th November, 1952 : — 

Members of the Select Committee 
Pandit Thakur Das Bhargava — Chairman 
Bhri C. D. Deshmukh, 

Shri Mahavir Tyagi, 

Bhri S. Sinha, 

Pandit Algu Rai Shastri, 

Prof. Bam Saran, 

Shri Ghamandi Lai Bansal, 

Shri C. R. Basappa, 

Shri Shantilal Girdharilal Parikh, 

Shri Hari Vinayak Pataskar, 

Shri Radheshyam Ramkumar Morarka, 

Bhri P. Natesan, 

Pandit Chatur Naraiu Malviya, 

Shri Ahmed Mohiuddin, 

Shri A, K. Basu, 

Dr. Panjabrao S. Deshmukh, 

Col. B. H. Zaidi, 

Shri C, P. Matthen, 

Shri Purnendu Sekhar Naskar, 

Shri Sohan Lai Dhnsiya, 

Shri P. N. Rajabhoj, 

Shri Kamal Kumar Basu, 

Shri N. 0. Cbattorjee, 

Shri K. A. Damodara Monon, 

Shri Tulsidas Kilachand, 

Shri S. V, Ramaswamy. 

Report of the Select Committee 

The Select Committee to which the Bill further to amend the Indian 
Income-tax Act, 1922 was referred, have considered the Bill and I now 
submit this their Report, with the Bill as amended by the Committee 
annexed hereto. 

1. Upon the changes proposed in the Bill which are not formal or 
consequential, the Select Committee note as follows: — 

Clause 1 . — The provision relating to commencement contained in 
clause 83 of the Bill has now been transferred to its appropriate place, 
and its wording has also been modified to make it clear that the whole 
Act shall be deemed to have come into force on the 1st day of April, 1962, 
eso that the procedural provisions of the Act will apply to pending cases 
also. This commencement clause is, however, subject to the other special 
provisions in the Act respecting the extent of retrospective application of 
•certain substantive provisions. 
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Clause 3. — In the proposed definition of “assessee” the word “whether 
with or without interest' ’ ha\e been omitted as unnecessary, in view of 
the words immediately following. 

In the proposed definition of “previous year”, certain w T ords have been 
added to make it clear that section 2(11)(ii) applies only where the income 
«f the firm has been assessed as a unit, and that where it is not so as- 
sessed and the partner is assessed direct, section 2(11) (i) will apply. 

Clause 3 . — -The Select Committee have omitted the words “out of 
the remaining half" from item (iii) of the proposed fifth proviso to section 
4(1) of tli© Act as it is immaterial from which amount any outstanding 
taxes are paid. 

The amendment to Explanation 2 to section 4(1) has been redrafted 
to make it clear that no exemption is available in respect of pension payable 
to High Court Judges appointed after the 14th day of August, 1947. 

The Select Committee have also recast the proposed clause (i) to sub- 
section 4(8) so that it is made clear — 

(a) that the incomo is exempt even if it is not applied to reli- 
gious or charitable purposes in one year but is accumulated tor ap- 
plication to such purposes subsequently; 

( b ) that fhe charitable purposes should normally relate to some- 
thing done within the taxable territories and that in cases where such 
purposes are without the taxable territories, the income will not be 
exempt unless the Central Board of Revenue grants the necessary 
exemption; and 

(c) that the exempted income is liable to tax when it is diverted 
to any other purpose or ceases to be set apart for religious or charitable 
purposes. 

The amendment in the proposed new item (xvi) in section 4(3) is to 
cover bonds issued by industrial enterprises or financial corporations obtain- 
ing loans from tho International Bank for Ke construction and Development 
when such loans are guaranteed by the Central Government. 

With respect to the proposed clause (xix) of section 4(3), the Select 
Committee arc of the view that any daily allowance paid to members of 
any Legislature, whether before or after the commencement of this Act, 
should not be subjected to tax because it is really not mcome. 

Clause 4 . — With respect to sub-clause (e), the Seloct Committee feel 
that the existing right of appeal from the orders of Inspecting Assistant 
Commissioners to the Commissioner should not be disturbed, and this 
sub-clause has been amended accordingly. 

In sub-clause (g), the Seloct Committee have omitted item (i) in the 
proposed sub-section (7) to section 5 because all that this provision intends 
to convey is that the Appellate Assistant Commissioner is subordinate to 
the Commissioner for tho purposes of section 38A, and such a provision 
should more appropriately be included in the amendment to section 33A 
in clause 18. This has now been done. 

In sub-clause (h), the Select Committee have omitted the provision 
orohibiting any appellate authority or court from inquiring into the nature 
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of the instructions" issued to Income-tax officers respecting assessments 
to be made by them, as in their opinion, this is an undesirable restriction. 

To the proposed sub-section (7C), the Select Committee have added a 
proviso conferring a right on the assessee to be re-heard or to have any 
part ot the earlier proceeding re-opened if he so desires. 

Clause 5 — In the opinion of the Select Committee, the President of 
the Tribunal should always be a judicial member and consequently the 
proposed sub-clauso (c) has been omitted. 

Clause 7 — The proposed amendment to delete the words “bona fide" 
from seotion 9(1) of rhe Act is bardly necessary and has been omitted. 

Clause 8.— In the definition of "actual cost", it is now mado clear 
that what can be deducted therefrom is any amount advanced by the 
Government or by any public or local authority for ibo purchase of such 
assets. 

Clause 9. — The amendment is to give effect to this provision as from 
the date of the financial integration of Part B States wdth India. 

Clause JO . — 1 The Select CoinrnHt.ee feel that the concession available 
under section 15C of the Act should he extended to small cottage industries 
also, but m view ot the administrative difficulties involved in determining 
what is generally a new business, in the opinion of the Select Committee, 
the object could be achievod bv suitably adapting tbe definition of 
"factory” in the Factories Act in the present context. 

Clause 13 — The Select Committee have recast the proposed proviso 
to sub-section (5) of section IRA as, in their opinion, interest should bq 
payable by the Government in respect, of that part of the instalments 
paid during the year by waj of advance payment of income-tax which 
is in excess of the tax determined on regular assessment. 

In sub-clause (d), the new proviso to bo inserted at the end of 
section 18A (0) has been rc-drafted because, as it, stood, it appeared to 
be in the nature of an inducement to the assessee not to contest the 
assessment. 

Clause 14. — In the opinion of the Select Commitiee, tho information 
asked for by «n Income-tax Officer should be limited to the purposes of 
section 22, and where a wealth-statement is required it should be asked 
for only with the previous approval of the Commissioner. The provisions 
of sub clause (h) have therefore been redrafted accordingly, and incidental- 
ly, the first half of that sub-clause which is unnecessary has been omitted. 

Clause 16 —There is no justification for taking away the right of appeal 
which now exists from an order of an Inspecting Assistant Commissioner 
exercising tho powers of an Income-tax Officer to tho Commissioner and, 
therefore, the Select Commiltee have omitted both sub-clause (a) of this 
clause and clause 17. The subsequent clauses hnve been re-numbered 
accordingly. 

Clause 17 (old clause IS) — The addition of fhe Erphtnaiion is for the 
reasons given against sub-clause (g) of clause 4. 

Clause 18 (old clause 19) —Certain consequential alteiaiions which 
should have been made on the commencement of the Constitution by tho 
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Adaptation of Laws Order are now being made. The substitution of the 
word “section” for “sub section” is to make it clear that the waiver of 
the time-limit is not only for the completion of the assessment but also 
for the initiation of assessment proceedings. 

Clause 19 ( old clause 20). — The proposed sub-sootion (7) is compliment- 
ary to tho proposed sub-sections (5) and (6). 

Clause 20 ( old clause 21).— The amendments are designed to elimi- 
nate hardship to assessees by reason of retention of books of account and 
documents by an Income-tax Officer for unduly long periods, 

Clause 22 (old clause 23).— The Select Committee think that no 
criminal liability need be imposed on the owner or the charterer of a ship 
as proposed in section 46A(2), and therefore the last few words of that 
sub-section have been omitted. The Select Committee also feel that the 
Income-tax Officer should bo vested with a discretion to determino whether 
the whole or only a part of the tax should be recovered in the circum- 
stances of the case. 

Clause 24 (old clause 25). — Apart from a clarificatory amendment in the 
proposed section 491) (2), Explanation (iii), the other amendment is to 
removo one source of hardship. Generally, tho excess profits tax or the 
businoss profits tax would be allowed as a deduction in the foreign coun- 
try in determining the income liable to income-tax m that country, but 
not so in India. Therefore, if the tax were not taken into account ‘the 

combined relief on income liable to tax in India and in the foreign coun- 

try would not be adequate. 

Clause 26 (old clause 27).—' The proposed clause (a) or section 54(3) 
does not really expand the scope of the existing clause. The Select Com- 
mittee alBO feel that the words “in connection with income-tax pro- 

ceedings” in clause (gg) of section 54(3) should not be omitted because the 
misconduct complained of must necessarily be in connection with income- 
tax proceedings Necessary amendments have therefore been made 

Old Clause 31 .—This clause has been omitted, as in the opinion of the 
Select Committoe, the bar to jurisdiction in section 67 of the Act is 
sufficient for the time being. 

Clause 30 (old clause 32). — The amendment to clause (d) of the pro- 
viso is to equate the management expenses permissible in respect of 
renewal premiums for purposes of income-tax with the management 
expenses permissible under the Insurance Act This will enable new 
companies with small business to get a higher percentage than older 
companies. 

Clause 31 (old clause 34). — The amendment mnkes it clear that this 
clause is really intended to validate assessments made or to be made under 
seotion 34 for the years prior to 1st April, 1948, whero proceedings in 
respect thereof were commenced after the date of the amending Act. 

2 The Bill was published in Part IT, Section 2 of the Gazette of India, 
dated the 31st May, 1952. 
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3. The Committee think that the Bill has not been so altered as to 
require circulation under Rule 94(4) of the Buies of Procedure and Conduct 
of Business in the House of the People and they recommend that it be 
passed as now amended. 


THAKUR DAB BHARGAVA, 
Chairman of the Select Committee, 


New Delhi; 

The 7th November, 1952. 


Minutes oe Dissent 
I 

The Bill, an it emerges from the Beleet Committee, continues the 
subordination of the Income-tax judiciary to the Income-tax executive. 
The Appellate Assistant Commissioners are officers of the department and 
are subordinate to the Central Board of Revenue for leave, transfer and 
promotion. This puts them for all practical purposes under the Commis- 
sioner of Income-tax, as Central Board of Revenue would naturally have 
to act on the advice and recommendation of the Commissioner. In these 
■circumstances, in hearing appeals against the department, the Appellate 
Assistant Commissioners are not in a position to exercise independent 
judgement.. Even us a judge, he is considered by the department to be 
so much a party that the department (cxcopt in rare cases) does not con- 
sider it necessary for the Income-tax Officer or any departmental 
representative to appear at the hearing of the appeals before Appellate 
Assistant Commissioners to support the Income-tax Officers' assessment 
orders. This may be contrasted with the procedure before the Appellate 
Tribunal where the departmental case is invariably represented by the 
Departmental Representative. The Appellate Assistant Commissioner 
who m the judge is considered adequate to represent the department — an 
unusual responsibility for a judge to undertake. The paidy really becomes a 
judge in his own cause. This is a perversion of judicial procedure and 
is agaiust all cardinal principles of administration of justice. I am strongly 
of opinion that the correct procedure, should always be followed — and this 
no less' in cases where the Government is a party and Government revenue 
is concerned — by the separation of income-tax judiciary from the Income- 
tax executive. Thera should bo a permanent separate Income-tax judicial 
cadre. 

The Income-tax Investigation Commission (with two eminent judges 

Sir Srinivasa Varadaohariar, Fa-judge, Federal Court and Hon'ble Mr. 
Justice Bajadhyaksha on it) at p. 141-42 of their Report observed: “There 
was some ground for misgivings that the Appellate Assistant Commis- 
sioners might be anxious to please the executive headR of the department 
and their decisions in appeals might, to some extent, he influenced by 
this consideration. We accordingly asked (Question No. 57) for tho views 
of the public on a proposal that Appellate Assistant Commissioners should 
be removed from the control of the Central Board of Bevenuo and placed 
under the control of the Ministry of Law. Opinion -was practically 
unanimous that the Appellate Assistant’ Commissioners should be removed 
from the control of the Central Board of Revonue.” The Report goes on 
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to say: “We have no reason to think that Appellate Assistant Commis- 
sioners have not been impartial in the discharge of their duties or that the 
independence of their judgement is vitiated by any consideration irrelevant 
to th' deci-ioii of the appeal ’ The use of the double negative instead 
of a positive statement is significant. The Tteport further goes on: “But 
on the piineip'e that not only should justice bo done but that it should 
appear to be dono and hhould inspire confidence in the persons concerned, 
we think that the present system requires alteration. We think Appellate 
Assistant Commiss’oners should he removed from the control of the Com- 
missioners and the Central Bonn] of Revenue and plac'ed under the 
Appellate Tribunal. Their leave, transfer and jesting should be m the 
hands of the Tribunal ’’ 

Steps should be taken, as eaily as practicable, to give effect to this 
unequivocal recommendation of the Income-tax Investigation Commission. 

An amendment vnu proposed, in the Select, Committee to clause 4(g) 
of the Hill referred to them, that the Appellate Assistant Commissioners 
should be uudei “the Appellate Tiibunal of Income-tax” instead of being 
under “the Commissioner ot Income-tax’’ hul it was rejected by the majo- 
rity nencc I am forced to suhmil this Dissenting Minute to the Report 
of the Select Committee on the Indian Income-tax (Amendment) Bill. 
3962 


New Delhi; 

'flic 7th November, 1962. 


A. K. BASU 


II 


Clause 8 (b) (i). 

This clause seeks to delete clauses (i) and (ia) in sub-scction (8) of Sec- 
tion 4 of the principal Act and substitutes certain provisions as mentioned 
in the said clause 8(b) (i). This amendment will nullify the decision of 
the Lahore High Court in the case Charitable Qadodia Swadeshi Stores — v, — 
Commissioner of Income-Tax, Punjab, 1944 (12) ITB 386. The Division 
Bern 'll of that High Court held that the word “property” as used in Sec- 
tion 4(3) (i) of the Income Tax Act does not bear a restricted meaning but 
includes securities or business or share in a business. Income from busi- 
ness carried on by charitablo or religious trusts was, therefore, exempt 
under clause (i). 

In the Qadodia case the author of a trust handed to the trustees a lac 
of rupees. Under tho deed of trust the income of the trust was to be 
spent for charitable or religious purposes, A part of the trust fund had 
been utilised tor tho purchase of a Swadeshi iRtore, It was held that the 
income derived hy the trustees from the business of the trust was exempt 
from assessment of income-tax under section 4(3) (i) of Income-tax Act. 

assessment It would not he proper to narrow down the scope of clause (i) 
then such income from business of the trust will no longer be exempt from 
assessment. It would not be proper to narrow down the scopo of clause (i) 
by making Section 4(8) (in) a proviso to Rection 4(3) (i). 
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Clause 4(g). 

This clause wanted to delete sub-section (7) of Section 5 of the principal 
Act and to substitute the following clause' — 

“(7) For the purposes of this Act, — 

(i) Appellate Assistant Commissioners of Income-tax shall bo 

subordinate to the Commissioner of Income-tax within whose, 
jurisdiction they perform their functions; but no orders, ins- 
tructions or directions shall be given to them so as to inter- 
fere with their discretion in the exercise of their appellfita 
functions ; 

(ii) Inspecting Assistant Commissioners shall be subordinate to the 

.Director of Inspection, and to the Commissioner of Income- 
Tax within whose jurisdiction they perform their functions; 

(iii) Income-tax Officers shall be subordinate to t'he Director of 

Inspection, the Commissioner of Income-tax and the Tnsjiect- 
ing Assistant Commissioner oi Income-Tax within whose 
jurisdiction they perform their functions 

An nmcndmeni was moved by Rhri Tulsidas Kilachand to tho effeot 
that item (g) sub-clause (i) of the jiroposed sub-section (7) of section 5 
be not omitted and in the original clause instead of words “to the 
Commissioner of Income Tax’’, the words “to the Appellate Tribunal of 
Income-tax” may bo substituted. 

This amendment was perfectly relevant to the Bill as introduced in the 
House and as it stood when it was referred ta the Select Committee. The 
Chairman of the Select Committee did not rule out the amendment as out 
of order but left it to the Committee to decide whether the amendment 
was relevant to tho clause. It was held by a majority of the Committee 
that the amendment was not relevant to the clause. It is submitted that 
the majority was wrong iu taking that view. Tho amendment was rele- 
vant and should have been considered on the merits. 

It was not proper for the Select Committee to turn down the recommend- 
ation of tho Tnoome-Tnx Investigation Commission on this subject. The 
Bill was primarily meant to implement the recommendations of that Com- 
mission which was presided over by Shri Vardachariar, former Chief 
Justice of the Federal Court and included Mr. Justice Rajadbyaksha. Tha 
Investigation Commission definitely recommpnded that the Appellate 
Assistant commissioners should he removed frurm the control of the Central 
Board of Ilevenue and that they should be placed under the Appellate 
Tribunal. The Commission further recommended that their leave, transfers 
and postings should be in the hands of the Tribunal. The relevant portion 
of the Report of the Investigation Commission on this point is quoted 
below : — 

Para 519 at pages 142-3 of the Report: — 

“319. Prior to 1989, there were not, as at present, tw T o sets of Assistant 
Commissioners and a large part of the work of Assistant Commissioners, 
consisted of hearing appeals against the deeisions of Income-Tax Officers. 
They had also to supervise the work of Income Tax Officers. As a result 
of the recommendations of the Ayers’ Committee, the Appellate and Super- 
visory functions were bifurcated and each was entrusted to separate sets 
of Assistant Commissioners. Although this step was one in the right 
direction and gave a sense of reality to the appeals hoard by tho Assistant 
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Commissioners who were expeoted to be absolutely free to give their un- 
fettered decisions, it seems to us that the experiment then begun should 
be carried forward to its logical conclusion; otherwise the scheme would 
only amount to a half-hearted attempt to remove the influence of the 
executive as long as Appellate Assistant Commissioners continue to be 
subordinate to the Central Board of Bevenue. Although under the proviso 
to sub-section (8) of Section 5, no orders, instructions or directions can be 
given so as to interfere with the discretion of Appellate Assistant Com- 
missioners in the exercise of their Appellate functions, the public will be 
slpw to give them credit for independence and impartiality. We have no 
reason to think that Appellate Assistant Commission erg have not been 
impartial in the discharge of their duties or that the independence of their 
judgment is vitiated by any considerations irrelevant to the deoision of the 
appeal. But on the principle that not only should justice be done but that 
it should appear to he done and should inspire confidence in the persons 
concerned, we think that the present system requires alteration. We 
think that the experiment begun in 1939 should be carried forward and 
Appellate Assistant Commissioners should be removed from the control 
of the Commissioners and the Central Board of Bevenue and placed under 
"the Appellate Tribunal. Their leave, transfer and posting should be in the 
hands of the Tribunal.” 

The recommendations of an experienced body like the Investigation 
Commission should not have been turned down in the manner in which it 
has been done, It is not correct to suggest, as was done later in a Note 
prepared by the Department, that the Commission recommended the 
transfer of the Appellate Assistant Commissioners to the control of the 
Tribunal ‘‘solely on the sentiment that justice should not only be done 
but should seem to be done.” It is amazing that the recommendations of 
the Investigation Commission have been reviewed by their successors and 
the latter have gone to the length of suggesting that the learned Judges 
who composed the Commission had not adequate knowledge of the work- 
ing of the Dopnrtment. This is an extraordinary procedure and it is 
regrettable that this procedure should have been adopted by persons oc- 
cupying responsible positions. In fairness to the Tricorne-Tax Investiga- 
tion Commission it should be pointed out that tho learned members of the 
Commission submitted a very thoughtful and detailed Beport consisting 
of 448 paragraphs and they acted fully in accordance with tho terms of 
reference contained in the Taxation on Income (Investigation Commission) 
Act (XXX of 1947). It is also to be noted that not only an ex-Judge of 
tho Pederal Court and a Judge of a High Court were members of that 
Commission but a very experienced and able Officer of the Department 
who had thorough knowledge of its working was also associated with them 
as a member, namely, Mr. V. D Mazumdar. The report of the Commis- 
sion was also signed by him. 

There may be administrative difficulties but they are meant to bo over- 
come if the principle is sound. The recommendation of the Investigation 
Commission should not be brushed aside lightly. It is difficult for Assis- 
tant Appellate Commissioners to discharge their duties with that im- 
partiality and independence which should be expeoted from Appellate 
■officers in as much as their future depends upon the revenue authorities. 
Natural ly they are placed in an awkward position, The cardinal principle 
of justice demands that they should be placed under the Appellate Tribunal. 
For dooades the Indian National Congress and every organisation in this 
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country have demanded the separation of the executive from the judiciary 
and that has been recognised as a salutary principfo in the administration 
of justice. If the recommendations of the Investigation CornmiBsion are 
implemented then the machinery will inspire the full measure of confidence 
of the gonoral public. It is also essential m the interest of public revenue. 
It is of fundamental importance that “justice should not only be done but 
should manifestly and undoubtedly be seen to be done” (per Lord Hewart 
in Iiex-v-Sussex Justices (1924) 1 KB 266 at page 259). 

Clause (6) 

This clause seems to be exempt irom tax “death-cara-rttirement 
gratuity” under the revised pension rules of the Oeutrall Government or 
any similar aeheme of the Central Government. This is a desirable amend' 
ment. But the relief should not be restricted to payments cowered by 
pension rules of the Central Government or of a State Government. In 
all fairness it should be extended to gratuity payments made by privftto 
employers. To enact a provision hke this may be tantamount to dis- 
crimination contrary to Article 14 of the Constitution. 

Clause $(6) 

The explanation should be deleted becauRe depreciation on the original 
cost of the asset is allowed so that the assesses might be able to replace 
the beset depreciated. If the explanation is retained the accumulated 
depreciation fund will not be sufficient to replace the capital asset. It may 
adversely affect a number of displaced persons who have set up small 
industries with the help of grants from Government. Such refugees will 
not be able to rebuild or leplaco the machinery after it is worn out. 

Clause lft (c) 

It will not be fair fo make the employee pay the tax over again for the- 
default of the employer who had already deducted the tax at the source. 

Clause 13 (c) 

On advance payments of iax interest at 2% per annum was allowed. 
This should not bo dropjiod The Investigation Commission has recom- 
mended that the rate of 2% should be inci eased. 

Clause 23 

This clause seeks l-o introduce a new Section 40A in Act XI of 1022 
which requires any person who is not domiciled in India or, wdio even if 
domiciled in India has no intention of returning to "India, to obtain a 
tax clearance certificate before actmilh leaving the country. It is ex- 
titmoB desirable that bona fide Indian T'<x-paj er- should not be subjected 
to hai assniciil and in< onvenienct because Pakistan lias enacted a law 
of this character and has been subjecting non-Muslims to all sorts of 
difficulties and impediments. Tho Pakistan law' on the subject is as 
follows : — 

“Copy of Section 14 (! of Pakistan Income Tax Act. 


440. Persons leaving Pakistan to obtain certificates. — 

1 Subject to such exceptions as may be made by the Central Govern- 
ment, no person who is not domiciled in Pakistan shall leave any Province 
ot Pakistan either by land, sea or air unless he first obtains from the 
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■competent authority a taxation certificate stating that ' he has no lia- 
bilities under this Act or under the Business Profits Tax Act, 1947, or 
that satisfactory arrangements have been made for the payment of all 
such taxes which are or may become payable by that person: 

Provided that if the competent authority is satisfied that such person 
intends to return to Pakistan he may issue an exemption certificate either 
in respect of a single journey or in respect of all journeys to be undertaken 
by that person within a specified period. 

2. If the owner or charterer of any ship or aircraft carrying persons 
from any place in a Province of Pakistan issues an authority to travel 
by such ship or aircraft to any person to whom sub-section (1) applies 
without first satisfying himself that such person is in possession of a certi- 
ficate as required by that sub-section, he shall be liable to pay the amount, 
of tax, if any, which has or may become due and payable by such person 
and shall also be punishable with fine which may extend to two thousand 
rupees. 

Explanation : — 

For the purposes of this sub-section the expressions “owner” and 
'“charterer” include any representative, agent or employee who • may 
be empowered by the owner or charterer to issue an authority to travel by 
the ship or aircraft. 

(3) The Central Government may make rules under this section pres- 
cribing the competent authority mentioned in sub-section (1) and regulating 
any other matter necessary for or incidental to the purpose of carrying 
out the provisions of this section”. 

The proposed Section 46A should be confined to persons not domiciled 
in India who want to leave any State of India. 

It is also recommended that sub-section (2) of 46A should be suitably 
.amended so that an Airways Company or a Steamer Company should not 
be made liable to pay the entire amount of tax which an assessee ought to 
have paid. Powers should be given to the Court to inflict fine in proper 
cases not exceeding the amount of the tax. 

Clause 34 

This cltause is meant to negative a Judgment of the Calcutta High 
Court and seeks to validate notices issued under the exiting Section 34 
as amended in 1948. It is to be seriously considered how far retrospec- 
tive effect should be given to provisions of this character.- It would bs 
advisable to wait till the judgment of the Supreme Court of India is 
delivered in the Calcutta case. 

N. C. CHATTEBJEE. 

New Delhi; 

The 7th November, 1952. 

Ill 

I agree with the above minute of dissent given by Shri N. C. Chatterjee. 

TULSIDAS KILACHAND. 

Nrw Delhi, 

The 7th November, 1952. 
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1 agree with the minute of dissent given by Shri N. 0. Chatterjee with 
regard to clause 4(g), clause 6 and clause 23 of the Bill. 

DAMODARA MENON. 


New Delhi, 

The 1th November, 1952. 


V 

We do not agree with the majority view of the Select Committee that 
the President of the Income-tax Appellate Tribunal should necessarily be 
a judicial member. We are of the opinion that as proposed in the Bill 
the present invidious distinction between judicial and accountant members 
should be abolished. Once in the Tribunal, they all hold the same posi- 
tion and perform the same functions in the matter of deciding appeals and 
making references to the High Courts. A judicial member as such is 
not better qualified for discharging the more or less administrative func- 
tions which are vested in the President. An accountant member is 
equally well qualified to perform them and it does not seem equitable to 
debar him from presidentship. 

R. K. MOBARKA. 

S. L. DHUSIYA. 

F. NATESAN. 


New Delhi, 

The lih November, 1952 


VI 

Clause 4H contain the following: 

“and the question whether any and if so what instructions were 
issued shall not be enquired into by any Appellate Authority under this 
Act or by any Court”: The Select Committee have omitted this provision 
as in its opinion these words constituted an undesirable' restrictions on 
the powers of the Appellate Authority or the Court as the case may be- 
I am, however, sorry that the Select Committee failed to fully appreciate 
the significance of the preceding provisions in this Sub-clause. The first 
ftiree letters of this sub-clause read as follows: — 

“The Director of Inspection, the Commissioner or the Inspecting 
Assistant Commissioner, as the ease may be, may issue 
such instructions as he thinks fit for the guidance of any 
Income Tax Officer subordinate to him in the matter of any 
assessment”. 

There is no objection to the issue of any general instructions a copy 
of which may be placed on the file and which may he available to every 
assessee. The Appellate Authority can also easily take note of such 
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instruction hut these words sanction and authoriso the issue of any secret 
instructions in respect of individual assesses* to the Inoome Tax Officer. 
These instructions may even be oral or even if they are in writing, the 
assesses need not necessarily be apprised at their existence, and the 
Appellate Authority also may never come to know about them. 

The most fundamental canon of justice is before \nu pass any order 
against any person, you must first apprise him of the facts and then 
hear what he has to say m his defence. This fundamental axiom of 
justice is violated by the issue of such instructions at the hack of the 
assessee who may not evon know the ground or background of the issue' 
of such instructions in his case It has been said that such instructions 
sometimes favour the assessee. 


It may he so in some cases but it is not rare to find that instructions to 
the detriment of the assessccs are given by higher officers specially 
Inspecting Assistant Commissioners to the Income Tax Officers without 
the assessors ever coming to know that the Income Ttlx Officer's judgment 
was an inspired one. In faet it is a misnomer to call such an inspired 
judgmont'as the judgment of the Income Tax Officer. The assessee in 
such a case feels as if he has been stabbed from behind by some individual 
and he can never get confidence in the rightness of the decision of the 
Income Tax Authorities Much a course is rIbo unfair to the Incomo Tux 
Officer who Doses his initiative and finds his inteller t mortgaged to some 
higher officer In cases when he does not agree with the point of view 
of his superior officer and be has to perforce pass an older against his will 
1 think no oral instructions should be allowed t-o be given in the ease of 
individual arid every instruction to the detriment of the assessee must be 
put on record in black aud white It is simply revolting to find that the 
assessee is riot brought face to fuco with the Inspecting Assistant Commis- 
sioner and he is not afforded an opportunity to explain circumstances which 
weigh against him in the mind of the Inspecting Assistant f om miss loner 
or some higher officer. One k sense of fairplav and justice is riot satisfied 
when mu has to countenance r state of things in which orders can be 
passed without healing the pi rson agamsf whom these ordus are made 
in secret and behind his hack, Many complaints arc made by unknown 
people against the nsspssees and enquiries arc also made without the 
assessee knowing anything aboui them If the assessee is not told about 
these and t ho higher officials or Assistant Inspecting Oummissionas get 
mipiesRinns about particular 'isse-^ cs without giving the assessee any 
chance of removing fliem noihmc lull irijusliie may result m main i uses. 
Tt is, therefore in my opinion absolutely ner essurv to create cnnlidt nee 
among the people that it should be ruled that no order to tile deiummt 
of nu\ nssesaoe should be priced as a Jesuit ot insf i iielions n> otherwise by 
the higher officers unless they are pleased to hear the assessee and no Income 
Tax Officer “hould give effect to tun such secret inslruciion unless hr affords 
an opportunity to the assessor to hear vvliul, he has (o say In proper cases 
he 1 can lake the statements of the assessee and sond the same to the higher 
officials for eonsulr ration. The assessor) cannot even uigi in appeal anything 
against such secret instruction as he is not supposed to be apprised ol "therm 
This kind of ghost assessment is not only unjustifiable and annoying but 
is extremely unjust and should not be countenanced Thetetoi e, ‘the rule 
should be changed and it must be insisted that the assessee is apprised of 
such instructions and is heard about them. 
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The Investigation Commission had recommended that the Appellate Assist- 
ant Commissioner should not be subordinate to the C.B.R. so far as the 
promotions, transfers ete. are concerned. I also submitted many a time 
in the Houso that this reform was an overdue one and should be implement- 
ed as soon as possible. It was expected that the Government will give effect 
to this recommendation as it was calculated to inspire confidence in the 
general public and in the words of the Commission not only calculated 
to do justice but to make it appour that justice was done. This point was 
raised by several members of the Select Committee but unfortunately 
this matter could not bo gone into as the particular Hcction of the Income Tax 
Act in which the “direct control’’ by the C.B R. waB specifically mention- 
ed was not sought to be amended. The principle of separation of the judiciary 
from the executive is an accepted one. There might he some administra- 
tive difficulties but no reform of any kind is possible unless such difficul- 
ties are attempted to lie overcome. It is regrotted that the Ministry did 
not agree with the desirability of implementing this reform at once hut it 
is not too much to hopo that whenever in future the Income Tax Act is 
sought to be amended, Ministry will be pleased to give efiect to this reform. 
It appears that the Investigation Commission and the Government! are 
themselves very keen that the Appellate Assistant Commissioners may 
act with impartiality and they take pains in showing by figures that they 
do act impartially. There is no reason why Ibis oft repeated demand sup- 
ported as it is by the recommendation of the Investigation Commission 
should not be met as soon as possible. I would request the Government to 
take early steps to have the way for such reform and mould its future 
policy in such a manner that the administrative difficulties if any muy dis- 
appear and no adverse consequences may follow when the Government 
are pleased to give effect to this reform. I must, however, submit that 
like justice, reforms delayed are reforms denied. Early steps should be 
taken to bring about this reform. 


BJ 

The Select Committee decided not to omit the word judicial from sub- 
section IV of Section 5A of the principal Act. In my humble opinion as 
between Accountant Members and judicial members there should be no 
distinction so far as the post of the President of the Tribunal is concerned. 
It is invidious to make a distinction to this nature between judges who 
exorcise the same powers and functions so far as the actual cases go. This 
point was considered at length by the Select Committee and it was brought 
to our notice that many of the Accountant Members of the Tribunal have 
a much longor standing lo their credit, than the judicial members and yet 
these ii . militant members have no chance of bolding a post of President 
simply b- cause they are accountant members, I fail to see why any in- 
feriority should attach to arty accountant member simply because be is an 
accountant member. ! would, therefore, like that the amendment for 
deletion of word judHal from sub-section IV should be aeeeptod. 

Nmv Delhi. IHAKUR DAS BHARGAVA. 


The 7th November, 1052. 
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(As AMENDED BY THE SELECT COMMITTEE) 

( Words aide-lined or underlined indicate the amendments suggested by 
the Committee ; asterisks indicate omissions .) 

Bile No. 88 of 1962 

A Bill further to amend the Indian Income-tiu Act , 1922 


Be it enacted by Parliament as follows: — 

1. Short title and commencement.— (1) This Aot may be called the 
Indian Income tax (Amendment) Act, 1952. 

(£) Subject to any special provision mude in thib behalf in this Act, it 
shall be deemed to have come into force on the 1st day of April, 1952. 


2. Amendment ol flection 2, Act XI of 1922.— In section 2 of the 
Indian Income-tax Act, 1922 (hereinafter referred to as the principal 
Aot), — 

(a) for clause (3), the following olause shall be substituted. 

namely : — 

“(3) ‘assesaee’ means a parson by whom income-tax * * * 

or any other sum of money is payable under this Aot, and includes 
eveiy person in respect of whom any proceeding under this Act 
has been taken for the assessment of his income or of the loss 
sustained by him or of the amount of refund due to him;”; 

\b) clause (6) shall be renumbered aB clause [HA), and after olaus" 
(6A) as so renumbered, the following clause shall be inserted, name- 

!y ; — 

“(6) ‘Director of Inspection’ means a person appointed to be 
a Director of Inspection under section 5, and includes a person 
appointed to be an Additional D rector of Inspection, a Deputy 
Director of Inspect on or an Assistant Director of Inspection;”; 

(c) after olause {6D), the following clause shall inserted, 
namely : — 

"(6E) ‘Inspector of Income-tax' means a person appointed to 
bo an Inspector of Income-tax under section 6;”; 

(d) for clause {11), the following olause shall be substituted, 
namely : — 

"{11) 'previous year' means — • 

in respect of any separate source of income, profits 
and gains — 

(a) the twelve months ending on the 81st dav of 
March next preceding the year for which the assessment 
is to be made, or, if the accounts of the assessee have 
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„6en made up to a date within the said twelve months m 
respect of a year ending on any date other than the 
said 81st day of March, then, at the option of the asses- 
ses, the year ending on the date to whioh his accounts 
have been so made up : 

Provided that where in respect of a particular 
source of income, profits and gains an assesses has onoe 
been assessed, or where in respect of a business, profes- 
sion or vocation newly Bet up an assesses has exercised 
the option under sub-clause (c), he shall not, in respect 
of that source or, as the case may be, business, profes 
piou or vocation exercise the option given by this sub- 
clause so as to vary the meaning of the expression ‘pre- 
vious year’ as then applicable to him except with the 
consent of the Income-tax Officer and upon such condi 
tions as the Income-tax Officer may think fit to impose: 
or 

(h) in the case of any person, business or company 
or class of person, business or company, such period a l 
mav be determ ncd by the Central Board of Bevenue 
or bv such authority as the Board may authorise in this 
behalf; or 

(r) where a business, profession or vocation has 
been newlv set up in the financial year preceding the 
year for which assessment is to be made, the period 
from the date of the setting up of the business, profession 
or vocation to the Hist dav of March next following or 
to the last day of the period determined under sub- 
olause ('ll), or, if the accounts of the* assessee are made 
up in respect of a period not exceeding twelve months 
from the date of the setting up of the business, profes- 
sion or vocation and the case iB not one for whioh a period 
lias been determined under sub-clause (b), then, at the 
option of the assessee, the period from the date of the 
setting up of the business, profession or vocation to the 
date to which his accounts have been so made up: 

Provided that when the date to w T hich the accounts 
have been so made up does not fall between the setting 
up of the business, profession or vocation and the next 
following Slst day of March inclusive, it shall be deem- 
ed that there is no previous year for the said assessment 
year and the provious year which would otherwise have 
been determined according to the option exercised by 
the assessee shall he deemed to be the previous year for 
the next succeeding assessment year ; 

(ii) in respect of the share of the income, profits and 
gains of a firm where the assessee is a partner in the firm 
and the firm has been assessed as such, the period as 
determined for the ass'ssment of the income, profits and 
gains of the firm:”. 
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3. Amendment of section 4, Aot XI of 1922.— (1) In section 4 of the 
piincipal Act, — 

(a) in sub-seotion (I),—* 

(() after the third proviso, the following further provisos 
shall be inserted, namily:- — 

“Provided further that, in the caBe of a person who wets 
not resident in the taxable territories in two out of the three 
years immediately preceding the previous year, so much of 
the income, profits and gains referred to in sub-clause (m) 
of clause (fa) as accrued or arose to him without India, shall 
not be included in his total income chargeable in any year 
subsequent to the year ending on the 3lBt day of March, 
1951, whether his assessment for that year haB or has not been 
completed before the commencement of the Indian Income- 
tax (Amendment) Act, 1952: 

Provided further that, in the case of a person resident 
in the taxable territories to whom the preceding proviso of 
paragraph 8 of the Part B States (Taxation Concessions) 
Order, 1950, does not apply, bo muoh of the income, profits 
and gains referred to in sub-section (m) of clause (fa) as accru- 
ed or arose to him without India and were not chargeable 
under this Aot, unless brought into or received in the taxable 
territories, shall not be included in hiB total income if — 

(f) such income, profits and gains are brought into 
or received in the taxable territories after the 2nd day of 
September, 1951, and before the 1st day of April, 1964; 

(li) half of the amount of such income, profits and 
gains is invested, within three months of the receipt 
thereof in the taxable territories, in securities of the 
Central Government or of a State Government purchased 
through the Reserve Bank of India and kept with the 
said Bank for oustody for a minimum period of two 
years ; and 

(Hi) * * • * the amount of any income-tax, in- 

terest or penalty or any other sum due from such person 
under this Act on the date of receipt of such income, 
profits and gains in the taxable territories is paid within 
the said three months.’’; 

(it) In Explanation 2, the following words shall be added at 
the end, namely : — 

“but any pension payable outside India to a person re- 
siding permanently outside India shall not be deemed to 
accrue or arise in the taxable territories, if the pension is 
payable to a person referred to in article 314 of the Constitu- 
tion or to a person, who, having been appointed before the 
15th August, 1947, to be a Judge of the Federal Court or of 
a High Court within the meaning of the Government of 
India Act, 1985, continues to serve on or after the commence- 
ment of the Constitution as a Judge in India,’’ 
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(b) in sub-section (3), — 

(1) for clauses (t) und ( ia ), the following clause shall b« 
substituted, namely: — 

“(i) Subject to the provisions of clause (r) of sub-section 

(2) of section lfl, any income derived from property held 
under trust or other legal obligation wholly for religious or 
charitable purposes, in so far as such income is applied or 
accumulated for application to such religious or charitable 
purposes as relale to anything done within the taxable terri- 
tories, and in the case of a property so held m part only for 
such purposes, the income applied or finally set apart , for 
application thereto- 

Provided that such income shall bo included in the total 
income — 

( а ) if it is applied to rcligiouB or charitable purposes 
without the taxable territories, but the Central Board of 
Revenue may, in the case of a property held under trust 
or other legal obligation created before the commenoe- 
ment of the Indian Income-tax (Amendment) Act, 1952, 
the income wherefrom is so applied, by general or special 
order, direct that it shall not be included in the total 
income ; 

(б) in the case of income derived from a business 
carried on on behalf of a religions or charitable institu- 
tion, unless the income is applied wholly for the purposes 
of the institution and either — 

(i) the business is carried on in the oourse of 
the actual carrying out of a primary purpose of the 
institution, or 

(it) the work in connection with the business is 
mainly carried on by the beneficiaries of the insti- 
tution ; 

(c) if it is applied to purposes other than religious 
or charitable purposes or ceases to be accumulated or set 
apart for application thereto in which oase it shall be 
deemed to be the income of the year in whiclT it is so 
applied or ceases to be so accumulated or set apart; 

(if) in clause (an’i), for the figures "1952" the figures "1954” 
shall he substituted , 

(m) after clauso (ami), the following clauses shall be inserted, 
namely: — 

"( xiv ) Any income received by an employee of a foreign 

enterprise, not engaged in any trade or business in the taxa- 
ble territories, as remuneration for services rendered by him 
during the course of his stay in the taxable territories, where 
such stay does not exceed in the aggregate a period of ninety 
days in any year and where such remuneiation is not liable 
to be deducted from the income, profits and gains chargeable 
under Ibis Act. 
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<xv) Any income received as remuneration, whether 
directly or indirectly, from the Government of a loreign State 
by uny person who is assigned to duties in India, in connection 
with any oo-operatrve teonmcal assistance programmes and 
proim-tH in accordance with an agreement enteied into by the 
Central Government and the Government of that foreign 
State (the terms whereoi provide for the exemption given by 
this clause) and any other income of such person or nf the 
members of his family accompanying him to India, which 
accrues or arises without the taxable territories, and is not 
deemed to accrue or arise in the taxable territories, upon 
which such person or the members of his family are required 
to pay any incomo or social security tax to the Government 
of that foreign State. 

(a jin) Any income from interest on, or from premium on 
the redemption cf, any bonds issued by the Central Govern- 
ment under a loan agreement between the Central 
Government and the International Bank for ^Reconstruction 
and Development, or by any industrial undertaking or 
financial corporation in India under a loan agreement with 
the said Bank which is guaranteed by the Central Govern- 
ment, except where the holder of such bond is a person 
resident in the taxable territories. 

(xvii) Interest on the 8J per cent. The Year Treasury 
Havings Deposit Certificates issued by or under the authority 
of the Central Government for an amount not exceeding the 
maximum amount which an assessee is entitled to deposit in 
such certificates. 

(mu) interest on securities held by the Issue Depart- 
ment of the Central Bank of Ceylon constituted under the 
Ceylon Monetary Law Act, 1849. 

(xix) Any daily allowance received by * * * any per- 
son, * * * by reason of his membership of the Dominion 
Legislature o- of the Constituent Assembly or of Parliament 
or of any Provincial or State Legislature or of any Com 

mitteo thereof.” 

(e) in the last paragraph, in the definition of ‘‘charitable pur- 
pose ’, the word, letters and brackets ‘‘clause (ia)“ shall be omitted, 
and for the words ‘‘income of a private religious trust” the words 
‘‘income from property held under a trust or other legal obligation 
for private religious purposes' shall be substituted, 

(S) The amendments made by sub-clause (iti) of clause [6) of sub- 
section ( 1 ) shall be deemed to be operative in relation to all assessments 
for any year whether such assessments have or have not been completed 
before the commencement of the Indian Income-tax (Amendment) Act, 
1052 

4. Amendment of aection 6, Act XI of 1922. — Tn seotion 6 of the princi- 
pal Act, — 

(a) in sub-section (1), — 

(i) after olause (a), the following clause shall be inserted, 
namely : — 1 


‘ ‘ (m) Directors of Inspection.”; 
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(u) after clause (d), the following clause shall be inserted, 
namely — 

“(e) Inspectors of Income-tax.”; 

(5) after sub-section (I), the following sub-seotion shall be insert- 
ed, namely: — 

“(IA) The Central Government may appoint as many Direc- 
tors of Inspection as it thinks fit, and Directors of Inspection 
shall, subject to tho control of the Central Board of Revenue, 
perform such functions of any other Income-tax authority as may 
be assigned to them by the Central Government.”; 

(o) for sub-section (2), the following sub-section shall be substi- 
tuted, namely: — 

"(8) The Central Government may appoint as many Com- 
missioners of Income-tax as it thinks fit and they shall perform 
their functions in respect of such areas or of such persons or 
classes of persons or of such incomes or classes of incomes or of 
such cases or classes of cases as the Central Board of Revenue 
may direct, and where such directions have assigned to two or 
more Commissioners of Income-tax the same area or the same 
persons or classes of persons or the same income or classes of 
incomes or the same cases or classes of cases, they shall have con- 
current jurisdiction subject to any orders which the Central Board 
of Revenue may make for the distribution and allocation of work 
to be performed. 1 ’; 

(d) for sub-section (3), tho following sub-sections shall be substi- 
tuted, namely — 

"(3) The Central Government may appoint ub many Appellate 
or Inspecting Assistant Commiss’oners of Income-tax and Income- 
tan Officers of Class I service as it thinks fit, and the Commis- 
sioner may, subject to the rules and orders of the Central Gov- 
ernment regulating the conditions of service of persons in publio 
services and posts, appoint as many Income-tax Officers of Class II 
service and Inspectors of Income-tax as may, from time to time, 
bo sanctioned by the Central Government. 

(3A) Subjeot to the rules and orders of the Central Govern- 
ment regulating the conditions of service of persons in public 
services and posts, an income-tax authority may appoint such 
executive or ministerial staff as may be necessary to assist it in 
the execution of its functions.”; 

(e) in the second sentence of sub-seotion (5), the words "with the 
previous approval of the Central Board of Revenue” shall he omitted; 

* # * * ♦ 

(f) after sub-section (5), the following sub-section shall be inserted, 
namely: — 

"(5A) Inspectors of Income-tax shall perform such functions 
in the execution of this Act a 5 ; axe assigned to them by the Income- 
tax Officer or other income-tax authority under whom they are 
appointed to work, and shall be subordinate to such officer or 

authority.”; 
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(Si) for sub-section (7), the following sub-aeotton ahall be subs^tt- 

ted, namely : — 

“(7) For the purposes of this Aot, — 

* * * * • 

(i) Inspecting Assistant Commissioners shall be subordi- 
nate to the Director ot Inspection and to the Commissioner 
of Income-tax within whose jurisdiction they perform their 
functions; 

(«) Income-tux Officers shall be subordinate to the 

Director of Inspection, (he Commissioner of Income-tax and 
the Inspecting Assistant Commissioner of Income-tax within 
whose jurisdiction they perform their functions.’’ 

Ji) after sub-section (7A), the following sub-sections shall be 
inserted, namely: — 

“( 7B\ The Director of Inspection, the Commissioner or the 
Inspecting Assistant Commissioner as the case may be, may issue 
such instructions as he thinks fit for the guidance of any Income- 
tax Officer subordinate to him in the matter of any assessment, 
and for the purposes of making any inquiry under this Act (which 
he is hereby empowered to do), the Director of Inspection, the 
Commissioner and the Inspecting Assistant Commissioner shall 
have all the powers that an Income-tax Officer has under this Act 
in relation to the making of inquiries.* * * * 

(70) Whenever in respect of any proceeding under this Act 
an Inoome-tax authority oeases to exercise jurisdiction and is suc- 
ceeded by another who has and exorcises jurisdiction, the Income- 
tax authority bo succeeding may eoitinue the proceeding from 
the stage at which the proceeding was left by his predecessor: 

Provided that the assessee concerned may demand that 
before the proceeding is so continued the provious proceeding 
or any part thereof be re-opened or that before snv order for 
assessment is passed against him ne -be ro-heurd. 

B. Amendment of section BA, Act XI of 1922. — In section 5A of the 
principal Act, — 

(a) in sub-seotion (9), the proviso shall be omitted; 

(b) in sub-section (3), for the words beginning with “A judioial 
member shall be” and ending with the words and figures “the Auditors 
Certificates Rules, 1032 : ”, the following shall be substituted, namely: — 

“A judicial member shall bt> a person who has for at least 
ten years either held a civil judioial post or been in practice as 
an advocate of a High Court, and an accountant member shall be 
a person who has for at least ten years been in the practice of 
accountancy as a chartered accountant under the Chartered Ac- 
countants Act, 1949 (XXXVIII of 1949) or as a registered ac- 
countant under anv law formerly in force or partlv as a registered 
accountant and partly ns a chartered accountant:”; 

+ * * * • 

8. Amendment of section 7, Act XI of 1922. — In sub-section (7) of sec- 
tion 7 of + he principal Act, in the proviso to Explanation 9, after the words 
“liable to ineomo-tax any payment” the words "of death oum retirement 
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gratuity received after the 10th day of April, 1950, under the revised Pen- 
sion Kulea of the Central Government or under any, similar scheme of a 
IState Government or any payment" shall be inserted. 

7. Amendment of section 9, Act XI of 1922. — (I) In section 9 of the 
principal Act, — 

(a) in sub-section (i), * * * after clause (if), the following pro- 
viso shall be inserted, namely: — 

"Provided that for the purposes of making any assessment 
for the year ending on the 81st day of March, 1952, in respect 
of the property situated in an area affected by the Assam earth- 
quake of 1950, the allowance on account of repairs referred to 
in clauses (/) and (ii) shall be increased up to a maximum of one 
half of the annual value thereof or the amount of expenditure 
proved to have been actually incurred for repairs, whichever is 
the less" ; 

lb) for the first proviso to sub-seotion (2), the following proviso 
shall be substituted, namely : — 

"Prov'ded that, where the property is in the occupation of 
the owner for the purposes of his own residence, the annual value 
shall be determined m the same manner us if the property had 
been let to a tenant, so however that, where the sum so deter- 
mined exceeds ten per cent, of the total inoome of the owner, 
the annual value of the property shall be deemed to be ten per 
cent, of such total income’’. 

(2) The amendments made by * * * * * clause (a) of sub-section 
( 1 ) shall be deemed to be operative for any assessment for the year ending 
on the 81st day of March, 1952, whether made before or after the 
commencement of this Act. and where any such assessment has been 
made before such commencement it Bhall be lawful for the Income-tax 
Officer to revise it, wherever necessary, to give effect to this amendment. 

8. Amendment of section 10, Act XI of 1922. — In section 10 of the prin- 
cipal Act, — 

(a) in sub-section (2 ), — 

(i) in sub-clause (a) of clause (v i), for the figures "1952", 
the figures "1954” shall be substituted, and in clause (6) of the 
proviso to that clause, for the words "where full" the words 
“where, in the assessment of the nssossee or if the assessee is a 
registered firm, in the assessment of its partners, full" shall be 
substituted ; 

(ii) in clause (via), for the words and figures "in the assess- 
ments for each of the five years commencing on the 1st day of 
April, 1949, and ending with the 91st day of March, 1954", the 
words and figures “in not more than five successive assessments 
for the financial years next following the previous year in which 
such buildings are erected and such machinery and plant installed 
and falling within the period commencing on the 1st dav of Anril, 
1949, and ending on the 31st, day of March, 1959’ shall he sunsti- 
tuted, and in the proviso to that clause, for the words and figures 
“on the 81st day of March, 1953” the words “on the 31st dav of 
March immediately preceding the last financial year in which the 
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further sum referred to in this clause is admissible ” and for the 
words “in the assessment for the year commencing next after 
that date”, tire words “m the assessment for such last financial 
year” shall respectively be substituted; 

(hi) in clause (xv), for the words and brackets ‘‘(not being in 
the nature of capital expenditure or personal expenses of the 
assesses)” the words and brackets “(not being an allowance ot 
the nature described in any of the clauses (i) to (xiv) inclusive, 
and not being in tho nature of oapital expenditure or personal 
expenses of the assesses)” Bhall be substituted; 

(b) in sub-seotion (5),— 

(») after clause (b), the following clause shall be inserted, 
namely : — 

“(c) in the case of assets acquired by the aBBessee by 
way of gift or inheritance, the ‘written-down-value’ as in the 
case of the previous owner or the market value thereof 
whichever is the less:” and 

(ii) at the end, the following Explanation shall be inserted, 
namely : — 

“Explanation. — 1 or the purposes of this sub-seotion, the 
expression “actual coat” means the actual cost of the assets 
to the assessee reduced by that portion of the cost thereof, 
if any, as has been met directly or indirectly by Government 
or by any public or local authority, and any allowance in 
respect of any depreciation carried forward under clause {b) 
of the proviso to clause (vi) ot sub-section. (1?) shall be deemed 
to be depreciation ‘actually allowed’;’’. 

ft. Amendment, of section 14, Act XX of 1922.— In section 14 of the prin- 
cipal Act, in clause (c) of sub-section (2), far the words and letter “Part 
B Stute" the words “the State of Jammu and Kashmir” shall be substi- 
tuted and shall be deemed to have been substituted with effect from the 
1st day of April, 1950. 

10. Amendment of section 160, Act XI of 1922, — In section 16C of the 

principal Act, — 

(a) in suh-section (2 ), — 

(i) in cjnuse ( iu , for the word “three” the word “six” shall be 
substituted ; 

(it) for clauses (fit) and (iv) beginning with the word 
"employs” and ending w r ith the words “bv human agency”, the 
following shall be substituted, namely :- — 

“(Hi) employs ten or more workers iD a manufacturing 
process~camed on with the rk! of power, or employs twenty 
or more workers in a manufacturing process carried on 
without the aid of power.” 

(b) for sub-section (6), the following sub-section shall be sub- 
stituted, namely : — 

“(6) The provisions of this section shall apply to the assess- 
ment for the financial year next following the previous year in 
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which tho assessee begins to manufacture oi produce articles and 
for the four assessments immediately succeeding.” 

11. Amendment of flection 17, Act XI of 1922. — In sub-seotion (1) 
of section 17, after the first proviso, the following further proviso shall 
be inserted, namely : — - 

“Provided further that where any such person Batisfi.es the 
Income-tax Officer that fie was prevented by sufficient cause from 
making such declaration on the first occasion on which he became 
assessable and his failure to make such declaration has not resulted 
in reducing his liability to tax for any year, the Income-tax Officer 
may, with the previous approval of the Inspecting Assistant 
Commissioner, allow such person to make the declaration at any 
time after the expiry of the period specified, and such declaration 
shall havo effect in relation to the assessment for the year in which 
the declaration is made (if such assessment had not been completed 
be-f'ore such declaration) and all assessments thereafter.” 

12. Amendment of section 18, Act XI of 1922. — -In section 18 of the 
principal Act, — ' 

(a) in sub-seotion (2B), for the wordB “at the rate or rates appli- 
cable to the estimated income of the assesseo under this head”, the 
following shall be substituted, namely: — 

‘‘on the estimated income of the assessee under this head in 
accordance with the provisions of olause (fa) of sub-seotion (I) of 
section, 17 : 

Provided that where — • 

(i) the person not so resident has obtained a certificate 
in writing from the Income-tax Officer (which certificate the 
Income-tai Officer shall be bound to give in every proper 
case on the application of the assessee) stating that income- 
tax and super-tax may be deducted at the rates' specified 
therein, or 

(ti) the Income-tax Officer has, by an order in writing, 
required the person responsible for making payment to deduct 
inepme-tax and super-tax at the rates specified in that order, 

the person responsible for making payment shall, until 
such certificate or order is cancelled by the Income-tax Offi- 
cer, deduct income-tax and super-tax at the rates specified in 
such certificate or order, as the case may be.”; 

( b ) for sub-sections (3*4), (3B), (3(7), (3D) and ( 3E ), tho following 
subsections shall be substituted, namely: — - 

‘(3A) The person responsible for paving any income charge- 
able under the head “Interest on securities” to a person whom he 
tips no reason to believe to be resident in the taxable territories, 
shall, at the time of payment, deduct super-tax on the amount of 
such interest — - 

(i) if such person is a company, at the rate applicable 
to a company. 
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(lij ii such person is not a company, m accordance with 
the provisions of clause (b) ol Bub-section ( 1 ) of seotion 17 : 
Provided that where such person is not a company, the pro- 
viso to sub-section (2B) shall apply to the deduction of super-tux 
under this sub-section as it applies to the deduction of super-tax 
under sub-section (SB). 

(, 3B ) Any peraun responsible for paying to u person not resi 
dent in the territories any interest not being '‘Interest on securi- 
ties'' or any other sum chargeuble under the provisions of this Act 
shall, at the time ot payment, unless he is himself liable to pay 
any income-tax and super-tax thereon as an agent, deduct income- 
tax at the maximum rate and super-tax at the rate applicable to 
a oolnpany or in accordance with the provisions of suh-olause ( b ) 
of sub-section (1) of section 17, as the case may be . 

Provided that where the person not resident is not a company, 
the proviso to sub-section ( 2B ) shall apply to the deduction of in- 
come-tax and super-tax under this sub-section as it applies to 
the deduction of income-tax and super-tax under sub-section (2B) : 

Provided further that nothing in this section shall apply 
»o any payment made in the oourse of transactions in respeot of 
whioh a person responsible for the payment is deemed under the 
first proviso to section 48 not to be an agent of the payee. 

(30) Where the person responsible for paying any sum char- 
geable under this Act other than interest, to a person not resident 
in the taxable territories, considers that the whole of such sum 
would not be income chargeable in the case of the recipient, he 
may make r,n application to the Income-tax Officer- to determine, 
by general or special order, the appropriate proportion of such 
sum so chargeable and upon such determination tax shall be de- 
ducted therefrom by the person responsible for making such pay- 
ment in accordance with the provisions of sub-seotion (SB). 

(3D) The principal officer of an Indian company or a com- 
pany which has made such effective arrangements as may be 
prescribed for the deduction of super-tax from dividends shall, 
at the time of paying any dividend to a shareholder whom the 
principal officer has no reason to believe to be resident in the 
taxable territories, deduct super-tax on the amount of such divi- 
dend as increased in accordance with the provisions of sub section 
(2) of section 16— 

(i) if the shareholder is » company, at the rate applicable 
to a company, 

(ii) if the shareholder is a person other than a company, 
in accordance with the provisions of clause ( b ) of sub-section 
(1) of section 17: 

Provided that in the case of a shareholder other than a com- 
pany, the proviso to sub-section (SB) shall apply to the deduction 
i,f super-tax under this sub-section as it applies to the deduction 
of super-tax under sub-section (SB) ; 

(r) in sub-section (5), after the words “Any deduction made” the 
nerds “and paid to the aocount of the Central Government” shall be 
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inserted; after the words “given to him therefor" the wordB “on the 
production of the certificate furnished under Bub-section (9) or section 
20, as the case inuv be,” shall be inserted, and after the second 
proviso, the following further proviso shall be inserted, namely: — 

“Provided further that where any security or share in a com- 
pany is owned jointly by two or more persons not constituting a 
partnership, credit in respect of the tax deducted or in respect of 
any sum by which the dividend lias been increased under sub- 
section (9) ot section 1(1, may be given to each such person in the 
same proportion in which the interost on such security or dividend 
on such share has been included in bis total income."; 

(d) in Hub-Beetion (7), for the words, brackets, figures and letters 
"sub-section* (3D) and (3E)" the word, brackets, figure and letter 

"sub-section (3D)” shall be substituted; 

( e ) in sub-section (9), for the brackets, figures, letters and word 
”(3C), (3D) or (3E)'\ the word, brackets, figure and letter "or 
(3D)” shall be substituted; 

(/) after sub-section (9), the following Explanation shall be inser- 
ted, namely: — 

“ Explanation . — For the purposes of this section and flection 
20A, the expression ‘person responsible for paying’ means — 

(i) in the case of payments of income ohargeable under 
the head ‘Salaries’ other than payments by the Central Gov- 
ernment or the Government of a State, the employer himself 
or if the employer is a company, the company itself including 
the principal officer thereof; 

(ii) in tho case of payments of income chargeable under 
the head, ‘Interest on securities’, othor than payments made 
by or on behalf of the Central Government or the Government 
of a State, the local authority or company including the 
principal officer thereof ; 

(tit) in the case of payment of interest not being ‘Interest 
on secAirities’, the payer himself or if the payer is a company, 
the company itself including the principal officer thereof." 

13. Amendment of section 18A, Act XI of 1922. — -In section IbA of 
the Principal Act, — 

(a) m sub-section ( 1 ) (a), for the words "if fhat total income 
exceeded six thousand rupees", the words "if that total income 
exceeded the maximum amount Dot chargeable to tax in his case by 

thousand live hundred rupees” shall be substituted; 

(b) in sub-section (3), for the words "is likely to exceed six 
thousand rupees," tho words "is likely to exceed the maximum 
amount not ohargeable to tax in his case by two thousand five 
hundred rupees." shall be substituted; 

(c) to sub-section (.5), the following further proviso shall be 
added, namely:— 

"Provided further that for any period beginning with the 
1st day of April 1952, interest shall be payable only on the 
amount by which the aggregate sum of any instalments paid 
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during any financial vein m which they are payable under this 
section exceeds the amount of the tax determined on regular 
assessment calculated as hereunder — 

(i) in respect of such instalments paid in any financial 
year before the said date, from the said date to the date 
of the regular assessment ; 

(ii) in respect of such instalments paid after the said 
date, from the beginning of the financial year next following 
to the date, of the regular assessment.” 

(d) in sub-section (6),— 

(i) in the first proviso after the word "Provided”, the word 
“further" shall be inserted and before that proviso, the following 
proviso shall be inserted, namely: — 

“Provided that for any period after the 31st day of 
March, 1952, interest shall be payable at the rate of four 
oer cent, per annum:’’; 

'ii) after the last proviso, the following further proviso shall 
!>«> inserted, namely;— 

“Provided further that in such cases and under such 
circumstances as may he prescribed, the Income-tax Officer 
may, reduce or waive the interest payable by the assesses. ” 

14. Amendment ol section 22, Act XI of 1922 — In section 22 of the 
principal Act, — 

(а) a'ter sub-section (2), tho following sub-section shall be 
inserted, namely:— - 

“(2 A) If any person, who has not been served with a notice 
under sub-section (2) has sustained a Iobb of profits or gains in 
any year under the head 'Profits ana gains of business, profession 
or vocation’, and such loss or any part thereof would ordinarily 
have been carried forward under sub-section (2) of section 24, 
he shall, if he is to be entitled to the benefit of the carry forward 
of loss in any subsequent assessment, furnish within the time 
specified in the general! notice given under sub-section ( 1 ) or 
within such further time as the Income-tax Officer in any case 
inay allow, all the particulars required under the prescribed form of 
return of total income and total world income in tbe same manner 
as he would have furnished a return under sub-section (f) had 
his income exceeded the maximum amount not liable to income 
tax in his case, and all the provisions of this Act shall apply as 
if it were a return under sub-section (I).”; 

(б) in sub-section (4), after the words “such accounts or docu- 
ments as the Income-tax Officer may require” the following shall 
be inserted, namely : — 

“* * * or to furnish in writing and verified in the prescribed 
manner information in such form and on such points or matters 
(including with the previous approval of the Commissioner, a 
statement of all assets and liabilities not included in the 
accounts) as the- Income-tax Officer may require for the purposes 
of tips section: ”, 
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16. Amendment ot section 24, Act XI of 1922. — In section 24 ot the 
principal Act, — 

(a) in sub-section (I), for the first proviso, the following proviso 
nfl&U be substituted, namely. — 

"PioviueU tout ui computing the income, prolits and gains 
chargeable under any head or the loss of profits and gains fulling 
under any head, so much of any Iosb of profits and gains as would 
but for the lose have accrued or arisen within the State of J ammu 
and Kashmir, shall not bo taken into account except to the extent 
ot the amount of income, profits and gainB, if any, which would 
be exempt under the provisions of olauBe (o) of sub-section (k) of 
section 14. ” ; 

(b) in sub-section (2). — 

(i) for the words "under the head ‘Profits and gains of 
business, profession or vocation the words "in any business, 
profession or vocation’ ’ shall be substituted ; 

(ii) for clause (a) of the proviso, the following clause bhall 
bj substituted, namely:— 

"fa) where the loss sustained is in any business, 
profession or vocation, so much of such loss as is referred to 
in the first proviso to sub-section (1) shall not b- set ofl 
except agam.,t the profits and gains accruing or arising in tlie 
State of Jtomu and Kashmir from the same business, 
profession or vocation and exempt from tax under the 
provisions of clause (o) of sub-section (2) of section 14." 

18. Amendment ol section 30, Act XI of 1922.— In section 30 of the 
principal Act-, * * * in sub-scct’on ( 1A ), the braokets, figures, letters 
and word "(3A)’ and "or (3(1)” shall bo omitted. 

* * * + * 

17. Amendment of section 33A, Act XI of 1922. — In section 33A of 
the principal Act, — 

(i) in sub-section (3), after the words "made within one year 
from the date of the order" the words and brackets "(or within such 
further period as the Commissioner may think fit to allow on being 
satisfied that the assessee was prevented by sufficient cause from 
making the application uithm that period)" shall be inserted; and 

(ii) after sub-section (2), the following Explanation shall be in- 
serted, namely: — 

" Explanation. — For the purposes of sub-Bections ( 1 \ and (2), 
the Appellate Assistant Commissioner shall be deemed to be an 
authority subordinate to the Commissioner." 

18. Amendment of section 34, Act XI of 1922,— In section 34 of the 

principal Act, — “ " 

( a ) i n the proviso to sub-section (?), the words "of the High Court 
or of the P rivy Council" shall be oirtilfeel ; 

(&) in the second proviso to sub-sec tion (3) for the word ‘sub- 
section , the wo:d ’section' shall be substituted, and for the words 
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“in pursuance of”, the words “to an assessment or re-assessment 
mode on the assesses or any person in consequence of or to give 
effect to any finding or direction contained in” shall be substituted. 

19. Amendment of section 35, Act XI of 1922 Tn section S5 of the 

principal Act, after sub-section ( 4 ), the following sub-sections shall be 
inserted, namely: — 

“(5) Where in respect of any completed assessment of a partner 
in a firm it is found on the assessment or re-assessment of the firm 
or on any reduction or enhancement made in the inoome of the firm 
under section 31, section 33, section 38A, section 3313, section 60 or 
section 06A that the share of the partner in the profit or loss of the 
firm has not been included in the assessment of the partner or, if 
included, is not correct, the inclusion of the share in the assessment 
or the correction thereof, as the case may be, shall be deemed to be 
a rectification of a mistake apparent from the record within the 
meaning of this section, and the provisions of sub-section (1) shall 
apply thereto accordingly, the period of four years referred to in that 
iub-sectior being computed from the date of the final order passed 
in the ca^e of the firm. 

(d) Where the excess profits tax or the business profits tax 
payable by an assessee has been modified in appeal, revision or any 
other proceeding, or where any excess profits tax or business profits 
tax has been assessed after tne completion of the corresponding 
assessment for income-tax [whether before or after the commence- 
ment of the Indian Income-tax (Amendment) Aot, 1952], and 
in consequence thereof it is necessary to re-compute the total income 
of the assessee chargeable to inoome-tax, such recomputation shall 
be deemed to be a rectification of a mistake apparent from the record 
within the meaning of thiB section, and the provisions of sub-section 
(1) shall apply accordingly, the period of four years referred to in 
that sub-section being computed from the date of the order making 
or modifying the assessment of such excess profits tax or business 
profits tax. 

Explanation .— For the purposes of sub-seotion (6), where the 
assessee is a firm, the provisions of sub-section (5) shall also apply as 
they apply to the rectification of the assessment of the partners of the 
firau. ’’ 

(7) Where the assessment of a company in whose case an order 
under section 28A has been made is modified in appeul, revision or any 
other proceeding or the order under section 23A is cancelled, or varied , 
and in consequence thereof it is necessary to rc-compute the total 
income of the shareholders, such recomputation shall he deemed to be 
a rectification of a mistake appai ent from the recor d within the m eaning 
of this section, and the provisions of sub-section ( l ) shall apply thereto 
accordinglv, the period of four years referred to in that sub-section 
being computed from the date of the final order passed in t he case of 
the company. 

20. Amendment of section 37, Act XI of 1922.— Section 87 of the 

principal Act shall be numbered as sub-section (7) of that section, and 
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ftfter eub-aection (Z) as so numbered, the following sub-section Bhall be 
inserted, namely : — 

“(2) Subject to any rules made in this behalf, any authority 
referred to in sub-section (1) may impound and retain in itB custody 
for such period as it thinks tit any books of account or other docu- 
ments produced bofore it in any proceeding under this Act: 

Provided that an Incomc-tux Officer shall not — 1 


(a) impound any books of account or other documents without 
recording his reasons for so doing ; or 

(b) retain in his custody any such books or documents for a 
period exceeding fifteen days (exclusive of holidays) without 
obtaining the approval of the Commissioner therefor.” 


21. Amendment of section 48, Act XI of 1922. — In sub-section (7) of 
section 40 of the principal Act, for the proviso, the following provisos and 
Explanation shall be substituted, namely: — 

“Provided that the period of one year herein referred to shall — 

(i) where an assessee has been treated as not being in default 
under section 45 as long as his appeal iB undisposed of, be 
reckoned from the date on which the appeal is disposed of; 

(it) where recovery proceedings in any case have been stayed 
by any order of a court, be reckoned from dhe date from which 
the order is withdrawn; 

(it'i) where the date of payment of tax has been extended 
by ;.i< income-tax authority, be reckoned from the date up to 
which the time for payment had been extended; 

(iv) where the sum payable is allowed to be paid by instal- 
ment's, from the date on which the lost of such instalments was 
due: 

Provided further that nothing in the foregoing proviso shall 
have the effect of reduoing the period within which proceedings for 
recovery can be commenced, namely, after the expiration of 
one year from the last day of the financial year in which the demand 
Is made. 

Explanation . — A proceeding for the recovery of any sum shall 
be deomed to have commenced within ihc meaning of this section, 
if some action is taken to recover the whole or any part of the sum 
withiu the period hereinbefore referred lo, and for the removal of 
doubts it is hereby declared that the several modes of recovery 
specified in this section are neither mutually exclusive, nor affect in 
any way any other law for tho time being in force relating to the 
recovery of debts due to Government, and it shall be lawful for the 
Income-tax Officer, if for any special reasons to be recorded be so 
thinks fit, to have recourse to any such mode of recovery notwith- 
standing that the tax due is being reoovered from an assessee by any 
other mode. ” 
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22. Insertion of new section 46A in Act XI of 1922, — After section 40 of 
tlie principal Act, tlie following section shall be inserted, namely. — 

‘40A. Persons leaving India to obtain tax clearance certificates . — 
(!) Subject to such exceptions as may be made by the Central 
Government, no person who is not domiciled in India, or who, even 
if domiciled in Inilia at the time of hiB departure, has, in the opinion 
of an Income-tax authority, no intention of returning to India, shall 
leave the territory of India by land, sea or air unless he first obtains 
from such authority as may be appointed by the Central .Govern- 
ment in this behalf (hereinafter in this section referred to as the 
“competent authority") a certificate stating that he has no liabilities 
under this Act, the Excess Profits Tax Act, 1940 (XV of 1940), or the 
Business Profits Tax A c t, 1947 (XXI of 1947), or that satisfactory 
arrangements have been made for the payment of hll or any of suob 
taxes which are or may become payable by that person: 

Provided that if the competent authority is satisfied that 
such person intends to return to India, he may issu,e an exemption 
certificate either in respect of a single journey or in respect of all 
journeys to be undertaken by that person within suoh period aa 
may specified in the certificate. 

(0) II the owner or charterer of any ship or aircraft carrying 
persons lrom any place in the territory of India to any place outside 
the territory allows any person to whom sub-section (1) applies, to 
travel bv such ship or aircraft without first satisfying himself that 
su^h person is in possession of a certificate as required by that sub- 
section, he shall be personally liable to pay the whole or any part of 
the amount of tax, if any, payable by suoh person as the Income-tax 
Officer may, having regard to the circumstances of tTnTVaseT^deier - 
mine * * * * *, 

Explanation.— For the purposes of this sub-section the expres- 
sions “owner’’ and “charterer” include any representative, agent or 
employee empowered by the owner or charterer to allow persons to 
travel by the ship or aircraft. 

f?l In respect of any sum payable by the owner or charterer of 
any ship or aircraft under sub-section (0), the owner or charterer, 
as the case may be, shall be deemed to be an assessee in default 
within me manning of sub-scction (I) of section 40. 

(1) The Central Government may make rules for regulating any 
mntti r ’leerssRrv for, or incidental to, the purpose of currying out 
the provisions of this section 

23. Amendment ot section 49B, Act XI of 1922. — Section 49B of the* 
princpul v *t shall be numbered as sub-section ( 1 ) thereof, and after 
sub Mprtion (/' as ; ,o numhered, the following sub-sectior shall be inserted, 
toimiclv — 

"(‘A For the purposes of sub section (2), income-tax shall be 
dmml to include agricultural income-tax assessed on a company by 
iviv '-'line Oi \ eminent other than the Government of Jammu and 
Kashmir and v here any shareholder proves that the company ha* 
heen so assessed to agricultural income-tax, he shall be entitled to 
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the reduction from the tax payable him under this A''t of a mm 

equal to- - 

(a) the appropriate agricultural inoomr-tax (reduced by 
the amount of refund, if any, allowed to him by the State Govern- 
ment), or 

( b ) the appropriate Indian income-tax on the amount of 
the dividend which has not been increased under sub-section (tf) 
of seotion 16, 

whichever is the less. 

Explanation. — In thia aub-aection, — . 

(a) ‘appropriate agricultural income-tax’ means such propor- 
tion of the agricultural income-tax as the amount of divideod 
which has not been increased under sub-section (2) of section 16- 
beurs to the total profits of the company assessed to agricultural 
income -tax; and 

( b ) ‘appropriate Indian income-tax’ means Buch proportion 
of the income-tax payable by the shareholder under this Act afl- 
tbe amount of dividend which has not been increased under sub- 
section (2) of section 16 bears to the total income of the share- 
holder." 

24,. Amendment of section 49B, Act XI of 1922 For section 49D of 

|he principal Act, the following section shall be substituted, namely: — 

"49D. Relief in respect of incomes accruing or arising outside the 
taxable territories. — (1) If any person who is resident in the taxable 
territories in any year proves that, in respect of bis income which 
accrues or arises during that year without the taxable territories 
(and whioh is not deemed to accrue or arise in the taxable territorie#), 
he has paid in any country, with which there is no reciprocal 
arrangement for relief or avoidance of double taxation, income-tax, 
by deduction or otherwise, under the law in force in that country, he 
shall be entitled to the deduction from the Indian income-tax 
payable by him of a sum calculated on such doubly taxed income ai 
the Indian rate of tax or the rate of tax of the said country, whichever 
is the lower. 

(2) The Central Government may, by notification in the Official 
Gazette, declare that the provisions of sub-section (2) shall also apply 
in rtlation to Riiy such income accruing or arising in the United 
Kingd m and chargeable under this Act for the year ending on the 
81st day of March, 1950, or for the year ending on the 31st day of 
March, 1051 or for the year ending on the 81st day cf March, 195^2. 

Explanation. — In this section, — 

(i) 1h“ expression “Indian income-tax" means income-tax 
arid super tax charged in accordance with the provisions of this 
Act ; 

(ft) th< expression "Indian rate of tax’’ means the rate 
determined by divid ng the amount of Indian income-tax after 
deduction of any relief due under the other provisions cf this Act 
but before deduction of any relief due under this section, by the 
total income; 
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(jit) the expression "rate of tax of the said country" maaua 
inoome-tax and super-tax aotually paid in the said country in 
accordance with the corresponding laws of the said country after 
deduction of all reliefs due, but before deduction of any relief due 
m the said country in respect of double taxation, divided by the 
whole amount of the income assessed in the said country ; 

(iv) the expression "income-tax in relation t o any country* 
includes any excess profits tax or business profits tax charged on 
the profits by the Government of that country and not by the 
Government of any part of that country or a local authori ty in 
that country. 


25. Amendment of section 49E, Act XI of 1922.— In section 49E of 
#he principal Act, for the words "against the tax" the words "against 
the tax, interest or penalty” shall be substituted. 

26. Amendment of section 54, Act XI of 1922. — In sub-section (.3) of 
Motion 64 of the principal Act, — 

(t) for olause * * (b), the following clause shall be substituted, 
namely : — 

* * * * * 

♦ 

"(b) of any such particulars to any person acting in the 
execution of this Act or of the Taxation on Income (Investigation 
Commission) Act, 1947 (XXX of 1947), where it is necessary or 
desit able to disclose the same to him for the purposes of either 
this Act or the Taxation on Income (Investigation Commission) 
Act, 1947,"; Or 

(if) in olause (d), after the word "Government" the words "Or 
any Income-tftx authority" shall he inserted and after the words 
"under this Act", the words "or under any other law for the time 
being in force authorising any Income-tax authority to exercise any 
powers thereunder” shall be inserted; 

{Hi) in clause (pp), for the words "registered accountant" the words 
"charterod accountant’’ shall be substituted. 

27. Amendment of section 680, Act XI of 1922 — In sub-section (I) of 
section 58C of the principal Act, — 

(i) to clause (d), the following proviso shall be added, namely: — 

“Provided that the fund may consist also of the accumulat. 
ed balan< e due to an emplo.yeo who has ceased to be an em- 
ployee, and of inten st (simple and compound) in respect thereof 
where such balance is retained in the fund in accordance with 
the provisions of clause (p)."; 

(it) in clause (p), after the words "maintaining the fund” the 
words "unless at the request of the employee made in writing, the 
trustees of the fund consent to retain the whole or any part of the 

accumulated balance due to the employee in the fund to be drawn by 
him at any' time on demand” shall be inserted. 
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28, Amendment bf section 69, Act XI of 1922,— In sub-section (8) of 
section 59 of the principal Act, for clauses (c) and (d), the following clause 
shall be substituted, namely: — 

“(c) prescribe the procedure for giving effect to the terms cf 
any agreement for the avoidance of double taxation on income 
which may be entered into by the Central Government under 
section 49AA;“. 

29. Amendment of section 66A, Act XI of 1922.— Tn sub-section (1) ot 
section 66A of the principal Act, for the words, brackets and figures “unj 
in respect of such case the provisions of seotion 98 of the Code of Civil 
Procedure, 1908 (Act V of 1908) shall, so far as may be, apply notwith- 
standing anything contained in the Letters Patent of any High Court 
established by Letters Patent or in any other law for the time being in 
force”, the following shall be substituted, namely: — 

“and shall be decided in accordance with the opinion of such Judges 
or of the majority (if any) of suoh Judges: 

Provided that where there is no such majority, the Judges shall 
state the point of law upon which they differ, and the case shall then 
be heard upon that point only by one or more of the other Judges 
of the High Court, and such point shall be decided according to the 
opinion of the majority of the Judges who have heard the case. 
Including those who first heard it.” 

* * * * * 

80. Amendment of the Schedule, Aot XI of 1922. — (1) In the Schedule 
to the principal Aot, — 

(а) for the words “Superintendent of Insurance’’, wherever they 
occur, the words “Controller of Insurance” shall be substituted; 

(б) in rule 2 ,— 

(f) in clause (b), for the words "actuarial valuation made for 
the last Inter- valuation period’’ the words “actuarial valuation 
made iu accordance with the Insurance Act, 1988 (IV of 1988), 
in respect of the last inter- valuation period” shall be substituted; 

(ii) for clause (<?) of the proviso, the following shall be 
substituted, namely : — 

(d) in respect of all renewal premiums received during 
tho preceding year an amount calculated at such percentage 
thereof as is pi rmisxible under sub-section (1?) of section 40B 
of the Insurance Act, 1038 (JV of 1938) as reduced by any 
expenditure which is not admissible under seotion 10 of this 
Act”; 

(c) in clause ( a ) of rule 3, for the words “one-half” the words 
“four-fifths” shall bo substituted, and in the second proviso for the 
words "one-half of such amount” the words and brackets “that pro- 
portion of such amount (one-half or four-fifths, as the case may be)” 
■hall be substituted; 

(d) for rule 8, the following rule shall be substituted, namely: — > 

”8. The profits end gains of the branches in the tnxable terri- 
tories of a person not resident in the taxable territories and 
carrying on any business of insurance, may, in the absence of 
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more reliable data be deemed to be that proportion of the world 
Qieome of such person whieh corresponds to the proportion which 
bis premium income derived from the taxable territories beam 
to his total premium income. 

For the purposes of this rule, the world income in relation 
to life insurance business of a person not resident in the taxable 
territories shall be computed in the manner laid down in these 
rules for the computation of the profits and gaing of life Insurance 
business carried on in the taxable territories.*” 

(9) The amendments made by sub-section (2) shall be deemed to be 
operative ln»re!ation to any assessment subsequent to the assessment for 
the jear ending on the 81st day of March, 1951, whether such assessment 
has or has not been made before the commencement of this Act and where 
any ailch assessment has been made before suoh commencement it shall 
bo lawful for the Income-tax Officer to revise it, wherever necessary, to 
give effect to such amendments. 

A * * * * 

31. Validity ol certain notices and assessments For the removal of 

doubts it is heieby declared that the provisions of sub-sectiona (2), (9) and 
(3) of section 84 of the principal Act shall apply and shall be deemed 
always to have applied to any assessment or re-assessment for any year 
ending before the 1st day of April, 1948, in any case where proceedings in 
respect of such assessment or rc-assessmcnt were commenced under the 
said sub-sections after the 8th day of September, 1948, and any notice issued 
in accordance with sub-section (2) or any assessment completed in pursuance 
of such notice within the time specified in sub-section (3), whether before 
or after the commencement of the Indian Income-tax (Amendment) Act, 
1962, shall, notwithstanding any judgment or order of any court, Appellate 
Tribunal or Income-tax authority to the contrary, be deemed to have been 
validly issued or completed, as tnp case may be, and no such notice, assess- 
ment Or re-assessment shall be oalled in question on the ground merely 
that the pnrtrsions of section 34 did not apply or purport to apply 1® 
respect of nn assessment or re-assessment for any year prior to the 1st (lay 
of itpril, 1948. 


M. N. KAtTL, 
Secretary^ 

THE HOUSE OF THE PEOPLE 


The following Tail's were introduced in the House of the People on 
dth November, 1952: — < 

Bill* No. 100 of 1952 

A Rill further to amend the Indian Tariff Act , 1934. 

Bh it enacted by Parliament as follows 

1. Short *'*’0 and commencement. — (]) This Act may be oallod the 
Indian Tariff (Fourth Amendment) Act, 1952. 


•The Pre li 1 nt, Lai. : n pinuance of iilnum (1) of artiole 117 of the CJonetitutiOn of 
Trtdia, renommeu led to the House of the People the introduction of the Bill, 
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(2) The provisions of clause (in) of section 2 [relating to Item No. 
63 (34)] shall come into force on such date as the Central Government may, by 
notification in the Official Gazette, appoint; but the remaining provisions shall 
come into force at once. 


2. Amendment ol the First Schedule, Act XXXII ol 1934.— In the First 
Schedule to the Indian Tariff Act, 1934, — 


(i) in Items No. 8(3), 11(G), 18, 20(8). 20(4), 20(8), 20(9), 21(8), 
28(4), 28(16), 28(17), 28(20), 30(7), 30(9), 30(10), 40(4), 40(5), 45(4), 46, 
46(1), 47, 47(1), 48, 48(1), 48(4), 48(6), 48(7), 50(3), 60(7), 63(33) (a), 63(35), 
64, 64(3), 64(4), 66(a), 66(a), 66(1), 67, 67(1), 67(2), 68, 68(2), 69(2), 70, 
70(1), ’ 0(2), 70(3), 70(4), 70(5), 70(6), 70(9), 71(7), 72(12), 72(33), 73(7), 
73(16), 76(5), 75(6), 75(7), 75(8) and 82(3), in the last oolumn headed 
“Duration of protective rates of duty”, for the word, figures and letteiB 
“December 31st, 1962”, wherever they ooour, the word, figures and letters 
"Deoember 31st, 1953” shall be substituted ; 

(it) in Item No. 28(18)(b), (c) and (d), in the last oolumn headed, 
“Duration of protective rates of duty”, for the word, figures and letters 
“December 31st, 1952”, wherever they occur, the word, figures and letters 
“Deoember 31st, 1954” shall be substituted ; 


(tit) for Item No. 63(34), the following Item shall be substituted 
namely 


“«B(34) 


Iron or ateel hoopa— 



(a) Jute baling hoopa — 



(i) of British manufacture. 

Protective 

30 per cent. 
ad valorem. 

(it) not of British manufacture. 

(6) Cotton baling hoops — 

Protective 

40 per cent. 
ad valorem. 

(i) of British manufacture. 

Protective 

30 per oent. 
ad valorem. 

(it) not of Britiah manufacture. 

Protective 

40 per oent. 
ad valorem. 


December 
Slat, 1963. 

Deoember 

31 s t, 1063. 


December 
Slat, 1963. 

Deoember 
3 let, 1858” 


(io) in Item No. 72(34), in the last oolumn headed “Duration of 
protective rates of duty”, for the word, figures and letters “March 31st 
1953”, the word, figures and letters “December 31st, 1953” shall bo 
su bstituted; 


lv) >n Item No. 73(15), in tho last column headed “Duration ef 
protei 1 vo rataH of duty.”, for the void, figures and lottors “December 
31st. 19 2”, wherewn they ooour, the word, figures and letters “Decem- 
ber 81st, 1956” shall be substituted. 
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STATEMENT OF OBJECTS AND EEASONS 

The object of the present Bill is to amend the First Sohedule to the Indian 
Tariff Act, 1934 (XXXII of 1934) in order to oontirr. ' protection to certain 
industries on the advice of the Tariff Commission. 

2. The industries which will continue to be protected are : — 


8. 

No. 

Item No. of Tariff 

Name of the industry 

1 

8(3), 20(3), 20(4), 20(8) and 20(0) 

Preserved fruits. 

2 

11(6) 

Sago globuleB and tapioca pearls. 

3 

18 

Cocoa powder and chocolate. 

4 

21(3) 

Gluooee, 

5 

28(4) 

Soda ash. 

e 

28(16) .... 

Calcium ohloride. 

7 

28(17) 

Bichromates. 

8 

28(1 8)(b), (o) A (d) 

Photographic chemicals (sodium sulphite, 
sodium bisulphite and sodium thiosul- 
phate). 

0 

28(20) 

Oleic and stearic acids. 

10 

30(7) and 45(4) 

Pencils. 

11 

30(9) and 30(10) .... 

Coated abrasives- 

12 

40(4) and 40(6) .... 

Plywood and battens for tea chests. 

IS 

46, 46(1), 47, 47(1) and 48 

Sericulture. 

14 

48(1), 48(4), 48(6) and 48(7) . 

Artificial silk and cottoD and artificial silk 
mixed fabrics. 

IB 

60(3) 

Cotton and hair belting. 

16 

60(7) 

Sheet glass. 

17 

63(33) (a) .... 

Iron or stool wood-screwe. 

18 

63(34) 

Iron or steel haling hoops. 

10 

63(36) .... 

Ferro-silicon. 

20 

64. 64(3), 64(4), 66(a), 67, 67(1), 67(2), 
68, 68(2), 69(2), 70, 70(1). 70(4), 
70(C), 70(0), 70(9) and 72(12). 

Non-ferrous metalB. 

21 

60(a) and 60(1) .... 

Aluminium. 

22 

70(2) and 70(8) .... 

An! imony. 

23 

71(7) 

Hurricane lantoms. 

24 

72(33) 

Pickers used in textile industries 


72(34) 

Cotton textile machinery. 
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8. 

Ho. 

Item No. ofTu-ff 

Name Of the industry 

36 

73(7) 

Dry batteries. 

37 

73(18) . ... 

Battery for motor vehiole. 

3B 

73(16) and 82(3) .... 

Plasties — 

(•) Eleotrloal accessories made of plasties, 
and 

(it) Phenol-formaldehyde moulding 

powder. 

30 

76(6), 76(6), 76(7) and 78(8) . 

Bicycles (including parts and aooeesorlss 
thereof). 


T. T. KRISHNAMACHAJtl. 

New Delhi ; 

The let November, 1952, 


Bill* No. 101 of 1952 

A Bill to make provision for the prevention of adulteration of food. 

Bb it enacted by Parliament as follows 

Preliminary 

1. Short title and extent. — (1) This Act may be oalled the Food 
Adulteration Act, 1952. 

(2) It extends to the whole of India except the State of Jammu and 
Kashmir. 

2. Definitions. — 7n this Act, unless the context otherwise requires,—* 

(i) “adulterated” — an article of food shall be deemed to be 

adulterated — - 

(a) if the artielo Bold by n vendor is not of the nature, 
substance or quality demanded by the purchaser and is to his 
prejudice ; 

(5) if the article has been mixed with any other substance 
so as to reduce, lower or injuriously affect its quality or nutritive 
value ; 

(c) if any inferior or cheaper substance has been substituted 
wholly or in part for the article so as to affect injuriously the 
nature, substance or quality thereof ; 

(d) if any constituent of the article has been wholly or in part 
abstracted so os to affect injuriously the nature, substanco or 
quality thereof ; 

♦The President lini, in mirsurinco of clause (3) of article 117 of the Constitution of 

ia recommended to the House of the People the consideration of the Bill. 
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(fl) if the Article had been prepared, paoked or kept under 
insanitary conditions whereby it has become contaminated or 
injurious to health ; 

(/) if the article, whether manufactured or not, consists 
wholly or in part of any filthy, putrid, disgusting, rotten, 
decomposed or diseased animal or vegetable Bubstance or is 
otherwise unfit for human consumption , 

( g ) if the artiole is obtained from a diseased animal or from 

an animal fed upon unwholesome food ; 

( h ) if there is added to the article any poisonous or other 
ingredient which renders it injurious to health ; 

(t) if the oontainer of the article is composed, whether wholly 
or in part, of any poisonous or deleterious substance which renders 
its contents injurious to liea'th ; 

(j) if any colouring matter other than that prescribed in 
respect thereof and in amounts not with n the prescribed limits 
of variability is present in the article ; 

(fc) if the article contains any prohibited preservative or 
permitted preseivatlve in excess of the prescribed limits; 

(Z) if the quality or purity of the article falls below the 
prescribed standard or its constituents are present in quantities 
w'hich are in excoss of the prescribed limits of variability; 

(it) “Central Food Laboratory" means any laboratory or institute 
■established or specified under section 4 ; 

(Hi) “Committee’’ means the Central Committee for Food 
Standards constituted under section 3 ; 

(to) “Director of the Central Food Laboratory’’ means the person 
appointed by the Central Government, hv notification in Hie Official 
Gazette as the Director of the Central Food Laboratory and includes 
any person appointed by the Central Government, in like manner 
to perform all or any of the functions of the Director under this Act; 

(u) “food” means any article used eh food or drmk by man, other 
than drugs and wator and includes — 

(a) any article which ordinarily enters into, or is used in the 
composition or preparation of human food, arid 

( b ) any flavouring matter or condiments ; 

(vi) “Food (Health) Authority” means the Director of Medical 
and Health Services or the Chief Officer in charge of Health 
administration in a State by whatever name he is called ; 

(vii) “local area" menus nnv area, whether nrhan or rnrnl. 
declared by the State Government, bv notification in the Offioial 
Gazette, to bo a local area for the purposes of this Act; 

(yin) "local authority" means in the case of— 

( 1 ) a local area which is — 

(a) a municipality, the municipal board ; 
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(fa) a cantonment, the cantonment authority; 

(c) a notified area, the notified area committee; 

(2) any other local area, such authority as may be prescribed 
by the State Government under this Act; 

(ix) “misbranded” — an article of food shall be deemed to be 

misbranded — ■ 

(a) if it is an imitation of, or is a substitute for, or rosemblei 
in a manner likely to deco’ve, another article of food under the 
name of which it is sold, and is not plainly and conspicuously 
labelled so as to indicute its true character ; 

( b ) if it is falsely stated to be the product of any place or 
country ; 

(e) if it is sold by a name which belongs to another article 
of food ; 

(d) if it is so coloured or coated, powdered or polished that 
the fact that the article is damaged is concealed or if the articla 
is made to appear better or of greater yalue than it really is ; 

(e) if false claims are made for it upon the labol or 
otherwise ; 

(/) if, when Rold in packages which have been sealed og 
prepared by or at the instance of the manufacturer or producer 
and which bear his name and address, the contents of eecli 
package are not conspicuously and correctly stated on the outside 
thereof within the limit* of variability prescribed under this 
Act ; 

(g) if the package containing it, or the label on the package 
bears any statement, design or device regarding the ingredients 
or the substances contain' d therein, which is false or misleading 
in any material particular : or if the package is otherwise deceptive 
with respect to its contents ; 

( h ) if the package containing it or the label on the package 
bears the name of a fictitious individual or company as the 
manufacturer or producer of the article ; 

(i) if it purports to be, or is represented as being, for special] 
dietary uses, unless its label bears such information as may be 
prescribed concerning its vitamin, mmeral, or other dietary 
properties in order sufficiently to inform its purchaser as to ita 
value for such uses ; 

(j) if if contains any arlificial flavouring, artificial colouring 
or chemical preservative, without a declaratory label stating 
that fact,, or in contravention of the requirements of this Act or 
rules made thereunder ; 

(k) if it is not labelled in accordance with the requirement# 
of this Act or rules made thereunder ; 
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. (x) “package" means a box, casket, tin, barrel, case, receptacle, 
sack, bag, wrapper or other thing in which an article of food ie placed 
or packed ; 

(xi) “premises" include any manufacturing shop, stall, or place 
where any article of food is sold or manufactured or stored tor sale ; 

(aril) “prescribed" means prescribed by rules mado under thiB 

Act ; 

(xm) “sale” with its grammatical variations and oognate 
expressions, means the sale of any article of food, w'hether for cash 
or on credit or by way of exchange and whether by wholesale or retail, 
for human consumption or use, or for analysis, and includes an agree- 
ment for sale, an offer for salo, the exposing for sale or having in 
possession for sale of any such article, and includes also an attempt 
to sell any such article ; 

(xiv) “sample” means a sample of any artiole of food taken under 
the provisions of this Act or of any rules made thereunder ; 

(xv) the words “unwholesome" and “noxious" when used in 
relation to an article of food mean respectively that the artiole Is 
harmful to health or repugnant for human ubo. 

Cjkttbal Committee foe Food Standard and Central Food Laboratory 

8. The Central Committee fox Tood Standards. — (1) The Central 

Government shall, as soon as may be after the commencement of this Act, 
constitute a Committee called the Central Committee for Food Standards 
to advise the Central Government and the State Governments on matters 
arising out of the administration of this Act and to carry out the other 
functions assigned to it under this Act. 

(3) The Committee shall consist of the following members, namely 

(а) the Director-General, Health Services, ex-officto, who Bhall 
be the Chairman ; 

(б) the Director of the Central Food Laboratory, ex-officio ; 

(c) four experts connected with prevention of food adulteration 
from different States nominated by the Central Government ; 

(i d ) one representative each of the Central Ministries^ of Food and 
Agriculture, Commerce and Industry, Railways and Defence nominated 
by the Central Government. 

(e) one representative oach nominated by the Government of each 
Part A jState and Part 13 State ; 

( f) two representatives nominated by the Central Government to- 
represent the Part C States. 

(3) The members of the Committee referred to in clauses (o), (d), (e) 
and (/) of sub-section (2) shall, unless their soats become vacant earlier by 
resignation, death or otherwise, be entitled to hold office for three years 
and shall be eligible for renomination. 
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(4) The functions of the Committee may be exercised notwithstanding 
any vacancy therein. 

(5) The Committee may appoint such and so many sub-committees as 
it deems fit and may appoint to them persons who are not members of the 
Committee to exercise such powers and perform such duties as may, 
subject to such conditions, if any, as the Committee may impose, be 
delegated to them by the Committee. 

(6) The Committee may, subject to the previous approval of the Central 
Government, make bye-laws for the purpose of regulating its own procedure 
and the transaction of its business. 

4. Central Food Laboratory.-^!) The Central Government may, by 
notification in the Official Gazette, — 

( a ) establish a Central Food Laboratory ; or 

( b ) specify any laboratory or institute as a Central Food Labora- 
tory; 

to carry out the functions entrusted to the Central Food Laboratory by 
this Act or any rules made under this Act. 

(2) The Central Government may, after consultation with the Com- 
mittee, make rules prescribing — 

(ol the functions of the Central Food Laboratory; 

( b) the procedure for the submission to the Baid Laboratory of 
samples of articles of food for analvsis or tests, the forms of the 
Laboratory’s reports thereon and the fees payable in respect of such 
reports ; 

(c) such other matters as rnav bp nceessnrv or expedient to en- 
able the said Ldwalory to carry out its functions. 

Grnkrai, Provisions as to Food 

6. Prohibition ol Import of certain articles ol food. — From such date 
as may bo fixed by the Central Government by notification in the Official 
Gazette in this behalf, no person shall import into India — - 

(i) any adulterated food; 

(it) any misbranded food; 

( Hi) anv article of food for the import, of which a licence is prescrib- 
ed, except in accordance with the conditions of the licence; and 

(i») a fiv art icV of to >d in eontrnver tion of any other provision of 
this Act or of any rule made thereunder. 

ft. Application of law relating to sea Customs and powers of OuBtoma 

Officers.— (!) The law for Ihe time being in force relating to sea customs 
and to goods, the irrmort of which is prohibited by section 18 of the Sea 
Customs Act, 1878 (VI 11 of 1878) shall, subject to the provisions of 
section 16 of this Act. apply in respect of articles of food, the import of 
which is prohibited under section 5 of this Act,, and officers of Customs 
and officers empowered under that Act to perform the duties imposed 
■thereby on a Customs Colleotor and other officers of Customs shall have 
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the samfl powers in resppct of such articles ol food as they have for the 
time being in respect of such goods as aforesaid. 

(2) Without prejudice to the provisions of sub-section (7) the Customs 
Collector, or any offioor of the Government author zed by the Central 
Government in this behalf, may detain any imported package which he 
suspects to contain any article of food the import of which ig prohibited 
under section 5 of this Act and aha 1 ! forthwith report such detention to the 
Director of the Central Food Laboratory and. if required by him, forward 
the package or send samples of any suspected artiole of food found there- 
in to the said Laboratory. 

7. Prohibition of manufacture, sale, etc. of certain articles of food.— v 
From such date as may be fixed by the State Government, by notification 
In the Official Gazette, in this behalf no person shall himself or by any 
person on his behalf manufacture for sale, or sell or distribute — 

(i) any adulterated food; 

(it) any misbranded food; 

(in') any article of food for (he sale of which a licence is prescrib- 
ed, except in accordance with the conditions of the lioenoe; 

(iv) any article of food the sale of which is for the time being 
prohibited by the Food (Health) Authoritv with a view to preventing 
the outbreak or spread of infectious diseases; or 

(v) any artiolo of food in contravention of any other provision of 
this Act or of any rule made thereunder. 

Analysis of Food 

8. Public Analysts. — The State Government may, by notification in 
the Official Gazette, appoint persons in such number as it thinks fit and 
possessing such qualifications as may be prescribed, to bo public analysts 
and define the looal areas over which they shall exercise jurisdiction: 

Provided that no person who has any financial interest in the manu- 
facture, import or sale of any article of food shall be so appointed: 

Provided further that the State Government may" appoint one public 
analyst for two or more local areas, such local areas being regarded as one 
unit for the purposes of this Act. 

9. Pood Inspectors.— (1) Subject to the provisions of section 14 the 
State Government may, by notification in the Official Gazette, appoint 
persons In such number as it thinks fit, having the prescribed qualifica- 
tions to be food inspectors for the purposes of this Act, and they shall 
exeroise their powers within such local areas as that Government may 
assign to them: 

Provided that no person who has anv financial interest in the manu- 
facture, import or sale of any article of food shall be so appointed. 

(2) Every food inspector shall be deemed to bo a public servant within 
the meaning of the Indian Penal Code (Act XLV of 1860). 

10. Powers of food inspectors.— (7) A food inspector shall have power — • 

(a) to take samples of any article of food from — 

(i) any person selling such artiole; 
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(n) any person who is in the course of convoying, delivering 

or preparing to deliver such arhc e to a purchaser or consignee; 

(iii) a consignee alter delivery of any such article to him; and 

{}') to send such sample lor analysis to the public analyst for the 
local area within which such sample has been taken; 

(c.) with the previous aporovai of the health officer having 
jurisdiction in the local area concerned, or with the previous approval 
of the Food (Health) Authority, to prohibit the sale of any article of 
food with a view to pr. venting the outbreak or spread of any infectious, 
disease. 

(2) Any food inspootor may enter and inspect any place where any 
artiole of food is manufactured, stored or exposed tor sale and take samples 
of such articl s of food for analysis. 

(3) Where any sample is taken under clause (a) of sub-section (2) or 
sub-section (2), its cost calculated at the rate at which the artiole is 
usually sold to the public shall be paid to the person from whom it is 
taken. 

(4) It any article intended tor tooa appears to any food inspector to 
be adidterated or misbranded he mav spG° and carrv away such article 
in order that it may be dealt with as hereinafter provided. 

(d) The power conferred bv this section includes power to hreak open 
any package in which anv article of food mav be contained or to break 
open the door c f any premises where anv artiole of food may be Kept for 
sale. 

11. Procedure to be followed by food inspectors. — (2) When a food, 
inspector takes a sample of food for analysis, he shall — 

(a) give notice in writing then and there of his intention to have 
it so analysed to the person from whom he has taken the sample; 

(b) B'parate the sample then and there into three parts and mark 
and seal or fasten up each part in snob a manner as its nature 
permits; and 

(o) (i) deliver one of the parts to the person from whom the* 
sample has been taken; 

(it) send anoth r part for analysis to the public analyst; and 

(tit) retain the third part for produeiion in ca u e any legal pro-^ 
oeedings are taken or for analysis bv the Director of the Central 
Food Laboratory under sub-section (2) of section 13, as the case 

may be. 

(2) If the person from whom (he sample has been taken declines to, 

aooept one of the parts, the public amKst r ccivmg a sample for analysis 
shall divide it into two narts and shall spnl or fasten un one of those parts 
and shall cause it, either upon receipt of the sample or when he delivers, 
his report, to bo delivered to I’m I 1 melor who shall retain it for- 

production in case 1 gal proceedings arc taken 

(3) When a sample of anv article of food is taken nudpr snh-Bsetion (2) i 
or sub-section (2) of section 10, the food inspector shall send a sampl* 
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of it in accordance with the rules proscribed lor sampling to the publio 
analyst for the local area concerned. 

(4) If the sample of the article is reported by the publio analyst to bo 
not adulterated, the article shall bo returned at the cost of the Govern- 
ment to the owner or parson from whose possession it was seized. 

(5) An article of food seized under sub-section (4) of section 10, Bhall 
be produced before a magistrate as soon as possible: 

Provided that in the case of any article of which samples have been 
sent to the publio analyst for analysis it may be produoed on or after the 
receipt of the report of the publio analyst. 

(6) If it appears to the magistrate on taking such evidence as he may 
■deem necessary that the article of food produced before him under sub- 
section (.5) is adulterated, he may order it — 

(a) to be forfeited to the local authority, or 

( b ) to be destroyed at the cost of the owner of or the person from 

whom it was seizetl so as to prevent itB being used as human food, 

(c) to be so disposed of as to prevent its being again exposed for 

sale or used for food under its deceptive name, or 

(d) to be returned back to the owner for being sold under its 

appropriate name, after taking adequate guarantee from the owner. 

12. Purchaser may have food analysed. — ( 1 ) A purchaser of any article 
of loud other than a food inspector shall be entitled, on payment of such 
fees as may be prescribed, to have such article analysed by the public 
analyst and to recoivc from him a report of the result of his analysis. 

(2) Before submitting such article to be analysed as aforesaid the 
purchaser shall notify m writing to the seller his intention to bate it so 
analysed; and the public analyst on receiving such article for analysis shall 
divide it into three parts, of which one is to be analysed, another to be 
retained by him in order to be returned with his report and the third to be 
delivered on domand to the seller : 

Provided that each part olher than the part analysed shall be marked 
and sealed or fasiericd up in such manner as may be prescribed. 

13. Report of public analyst.-— (1) The public analyst shall deliver, in 
such form as may be prescribed, a report to the food inspector of the 
result of the analysis of any article of food submitted to him for analysis. 

(2) Where a food inspeelor or an accused vendor under this Act is not 
satisfied with the report given by the public analyst under sub-section (J), 
he may, on payment of the proscribed fee send the part of th > sample 
mentioned in sub-clause (iii) of clause (c) of sub-section (1) of section 11 
to the Director of flic Central hood Laboratory for report and the Directoi 
of the Laboratory shall thereupon grant a certificate in the form prescribed 
specifying the result of his analysis. 

(3) The certificate issued bv the Dir ‘ctor of the Central Food Labora- 
tory under sub -section (2) shall supersede the report given by the publio 
analyst under sub-section ( 1 ). 
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(4) Whore a certificate obtained from the Director of the Central Food- 
Laboratory under sub-section (if) is produced in any proceeding under this 
Act, or under sections 2 72 to 276 ot the Indian Penal Code (Act XLV of 
lBtiO), it shall not be necessary in such proceeding to produce any part of 
the sarnplo of food taken for analysis. 

(,5) Any document purporting to be a report signed by a public analyst 
unless it lias been superseded under sub-section (3), or any document 
purporting to be a certificate signed by the Director of the Central Food 
Laboratory, may be used as evidence of the facts stated therein in an^ 
proceeding under this Act or under sections 272 to 276 of the Indian Penal 
Code (Act XLV of I860): 

Provided that these officers shall not be required to attend the court 
for examination or cross-examination in connection with reports orr 
certificates of analysis signed by them under this Act. 

Miscellaneous 

14. Import of food and sale of food in railway and other premises. — (2) i 

The Central Government may, by notification in the Official Gazette, 
appoint any person to exercise the powers of a food inspector under 
sections 10 and 11,— 

(a) at any major port, air port or land customs station in respect 
of any article of food whioh is being imported through such port or 
station ; 

(h) in respect of any railway station or group of railway stations 
where food is being sold: 

Provided that the Central Government may, instead of making any 
appointment under this section, authorise any food inspector in any State 
in which the major port, air port or land customs station or railway station* 
is situate to exercise such powers. 

( 5 ) Every person appointed or authorised under sub-section ( 1 ) shall' 
be deemed to be a food inspector for the purposes of this Act. 

1ft. Notification of food poisoning. — The State Government may, by 
notification in the Official Gazette, require medical practitioners carrying' 
on their profession in anv local area specified in the notification to report- 
all occurrences of food poisoning coming within their cognizance to such* 
officer as may be specified in the notification. 

16. Penalties — If any person — 

(a) whether by himself or by any other person on his behalf, 
imports into India or manufacturers for Bale, or stores, sells or 
distributes, any article of food in contravention of any of the provisions, 
of this Act or of any rule made thereunder, or 

(b) prevents a food inspector from taking a sample as authorised' 
by this Act. or 

(o) prevents a food inspector from exercising any other power 
conferred on him by or under this Aot, 

he shall, in addition to the penalty to which he may be liable under the- 
provisions of section 6, be punishable for the first ofienoe with imprison- 
ment for a term which may extend to three months, or with fine, or with 
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buth, and. for a second or subsequent offence with imprisonment for ft 
term which inav extend to one year, or with fine, or with both. 

17. Offences by companies. — (1) Where an off<noe under this Aot has 
been committed by a company, every person who at the time the offence 
w as committed was in charge of, and was responsible to the company for 
the conduct of. the business of the company, as well as the company, shall 
be deemed to be guilty of the offence and shall be liable to be pro- 
ceeded against and punished accordingly : 

Provided that nothing contained in this sub section shall render any 
■such person liable to any punishment provided in this Act if he proves 
that the offence was committed without his knowledge or that he exercised 
all due diligence to prevent the commission of such offence. 

(2) Notwithstanding anything contained in sub-section (1), where an 
offence under this Act has been committed by a company and it is proved 
that the offence has been committed with the consent or connivance of, 
■or is attributable to any neglect on the part of, any director, manager, 
secretary or other officer of the company, such director, manager, secretary 
or other officer shall also be deemed to be guilty of that offence and shall 
be liable to be proceeded against and punished accordingly. 

Explanation.— T ot the purposes of this section — 

fa) “company” means any body corporate, and includes a firm 
or other association of individuals; and 

(b) “director” in relation to a firm means a partner in the firm. 

18. Forfeiture of property. — Where any person has been convicted 
under this Act for the contravention of any of the provisions of this Aot 
-or of any rule thereunder, the article of food in respect of which the 
■contravention has been committed may be forfeited to the Government. 

19. Defences which may or may not be allowed in prosecutions under 
-this Act. — (1) It shall be no defence in a prosecution for an offence pertain- 
ing to the sale of any adulterated or misbranded article of food to allege 
merely that the vendor was ignorant of the nature, Bubstanoe or quality 
■of the food sold h.y him or that the purchaser having purchased any article 
for analysis was not prejudiced by the sale. 

(2) A vendor shall not be deemed to have eommittod an offence if he 
iproves— 

(i) that the article of food was purchased bv him as the same in 
nature, substance and quality aB that demanded hv the purchaser and 
with a written warranty in the prescribed form, if any. to the effect 
that it was of such nature, substance and quality; 

(ii) that he had no reason to believe at the time when he sold it 
that the food was not of such nature, substance and quality; and 

(iii) that he sold it in the same state as he purchased it: 

Provided that such a defence shall be open to the vendor only if he 
lias, within seven days of the receipt of a copy of the report of the public 
■analyst, submitted to the food inspector or the local authority a copy of 
-the warranty with a written notice stating that he intends to rely on it and 
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•specifying the name and address of the person from whom he received i%, 
and has also sent a like notice of his intention .to that person: 

Provided further that the warranty given by a person resident in any 
area in which this Act is not in force, shall ho a defence to the vendor 
only if the vendor proves to the satisfaction of the court that he hadl 
taken reasonable steps to ascertain and did in fact believe in, the accuracy 
■ of the statement contained in the warranty. 

(-9) Any person by whom a warranty as is referred to in sub-section (#), 
is alleged to have been given shall be entitled to appear at the hearing 
-and give evidence. 

(4) Where an employer is charged with an ofience under this Act ho 
-shall be entitled, on application duly made by him, to have any other 
person whom he charges as the actual offender brought before the court 
at the time appointed for hearing, and If, after the commission of the 
offence has been proved, the employer proves to the satisfaction of the 
court that lie has used due diligence to enforce the execution of this Act 
and that the said other person committed the offence without bin 
dmowlaflgo, consent or connivance, the said other person shall be convicted 
■and the employer shall be acquitted. 

20. Cognizance and trial of offences. — (J) No prosecution for an offence 
-under this Act shall be instituted except by, or with the written consent 

of, the State Government or a local authority or a person authorised in 
4his behalf by the State Government or a local authority. 

(2) No court inferior to that of a magistrate of the second class shall 
4ry any offence under this Act. 

21. Protection of action taken In good faith. — No suit, prosecution or 
• other legal proceedings shall lie against any person for anything which i« 
An good faith done or intended to be done under this Act. 

22. Power of the Central Government to make rules. — The Central 

•Government may, after consultation with the Committee and subject to 
fthe condition of previous publication, make rules — 

(a) specifying Ihe articles of food or classes of food for the import 
of which a licence is required and prescribing the form and conditions 
of such licence, tho authority empowered to issue the same and the 
fees payable therefor; 

( b ) defining the standards of quality for, and fixing the limits of 
’.variability permissible in respect of, any article of food; 

(r) laying down special provisions for imposing rigorous control 
•over tho production, distribution and sale of milk and milk products; 

(d) laying down special provisions for imposing rigorous control 
■■over the production, distribution and sale of vanaspati and edible oils, 
Including registration of the premises where they are manufactured, 
maintenance of the premises hi a sanitary condition and maintenance 
*of the healthy state of human beings associated with the production, 
'distribution and sale of vanaspati and edible oils; 
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(e) restricting the packing and labelling of any article of food 
and the design of any such package or label with a •view to preventing; 
the public or the purchaser being deceived or misled rb to the character ,. 
quality or quantity of the article: 

(/) defining the qualifications, powers and duties ot food inspector®* 
and public analysts; 

(g) prohibiting the sale or delining the conditions of sale of any 
substance which may be injurious to health when used as food or 
restricting in any manner its use as an ingredient in the manufacture.’ 
of any article of food or regulating by the issue of licenoes the manu- 
facture or sale of any article of food; 

( h ) defining the conditions of sale or conditions for licence of sale-t 
of any article of food in the interest of public health ; 

(i) specifying the manner in which containers for samples of) 
food purchased for analysis shall be scaled up or fastened up; 

(j) specifying a list of permissible preservatives, other than> 
common salt and sugar, which alone shall be used in preserved fruits,, 
vegetables or their products or any other article of food as well as the- 
maximum amounts of each preservative; 

(/c) specifying the colouring matter and the maximum quantities- 
thereof which may be used in any article of food ; 

(l) providing for the exemption from this Act or of any require- 
ments contained therein and subject to such conditions, if any, as may- 
be specified, of any article or classes of artioles of food. 

23. Power of the State Government to make rules,— (1) The State* 
Government may, after consultation with the Committee and subject to the.- 
condition of previous publication, make rules for the purpose of giving effect 
to the provisions of this Act in matters not falling within the purview oi> 
section 22. 

(5) In particular, and without prejudice to the generally of the* 
foregoing power, such rulos may — 

(а) define the powers and duties of the Food (Health) Authority.’ 
and local authority arid jurisdiction of food inspectors and public- 
analysts; 

(б) prescribe the forms of licences for the manufacture for sale,, 
for the sale and for the distribution of articles of food or any specified- 1 
article of food or class of articles of food, the form of application fov 
such licenoes, the conditions subject to whioh suoh licences may b» 
issued, the authority empowered to issue the same and the fees payable- 
therefor : 

(c) direct a fee to be paid for analysing any article of food oir 
for any matter for which a fee may be prescribed under this Act; 

(d) direct that (he whole or any part of the fines imposed ondaft 
this Act shall be paid to a local authority on realisation; 
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(t'j provide ior the delegation oi the powers and functions conferred 
by this At t on I he Wait Government or tood authorities to subordinate 
authorities. 

24. Repeal Oi corresponding laws. — If, immediately before the 
'icommem omeiit ol this let, there is in force m any State to which this Act 
extends any law coi respondin'; to this Act, that corresponding law shall 
upon such commencement stand lepealed 

Piovided Ihat in bo lav ns am such corresponding law makes provision 
dor any of the mntteiR dealt with m section 7 or for die punishment oi 
offem es committed in contravention of mix such lavx, the rcptul shall take 
ettei t only on the date Pm d by the State Government in exercise of the 
powers conferred upon it b_ section 7. 

STATEMENT OT OBJECTS AND REASONS 

Laws exist in a number ol states in India ior the prevention of 
s.dultei ation ot foud-GutK hut tlmv lick umioimiljy having been passed 
at ditfeient times without mutual consultation between States The need 
for Ceniiiil legislation iui the whole countix m this matter has been felt 
since 1937 when a l mmnilti e appointed hx the Central Advisory Board 
of Health iceommLiuled 1 1 . 1 - step “ Adult erutiou of !o id -S tufts and other 
foods” is now included m flit Concurrent last in the Constitution ot India. 
It has ikeieloie become p( stable tor the t entrnl Government to enact 
all-India legislation on this subject The Bill xwll replace local food 
adulteration laws uiifre tliex exist and also npplv to those States where 
there are no local laws ni tLit subject Among otbeis, It pmxidos ior (1) a 
Central Food Laboratory to which tood samples can be referred for final 
opinion in disputed cases (clause 4), (2) a Central Committee for Food 
Stnndmds consisting of representatives of Central and State Governments 
to advise on matters arising from the administration of the Act (clause 8 ) 
and (8) the veBting in the Central GovcTnment of tho rule-making power 
regarding standards of quality for articles of food and 3 art am other matter® 
(clause 22). 


New Delhi ; 

The 8th October, 1952. 


AMBIT KAUR. 


FINANCIAL MEMORANDUM 

The Bill involves expendituie to the Central Government on account 
of the proposed Central Food Laboratory and Inspection Staff at the Rail- 
wav Stations and Forts Aecoidrng to present rough estimates, the total 
expenditure irom Central Revenues on accormt of the Bill is not ex- 
pected to exceed Rs. 5,75,00tl non recurring and Rs 1,43,000 recurring 
per annum, 

The expenditure on the enforcement of the Act in the States will devolve 
-on State Governments and local bodies. 
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The following Bills were introduced in the House of the People on 
10th November, 1952: — 


Bill* No. 99 of 1952 

A Bill to 'provide for the levy and collection of a reus for raining funds for the- 
purpose, of developing Khadi and other handloom industries and for- 
promoting the sale of Icliadi and other handloom cloth. 

Be it enacted by Parliament as follows 

1. Short title and extent. — ( 1 ) This Act may be called' the Khadi and! 
other Handloom Industries (Development) Cess Act, 1952. 

(3) It extends to the whole of India exoept the State of Jammu and' 
Kashmir. 

2. Definitions. — In this Act, unless the context otherwise requires, — 

(a) ‘handloom cloth’ means any cloth woven from any material, 
including silk, artificial silk, staple' fibre and wool, ou looms worked; 
by manual labour ; 

(b) ‘handloom industries’ means industries whieli’ manufacture- 
handloom cloth ; 

(r) ‘khadi’ means any cloth woven on looms worked' by manual" 
labour, from yarn hand-spun in India. 

3. Levy of cess. — (I) With ellect from such (fete as the Central! 
Government may, by notification In the Official Gazette, appoint, there* 
shall be levied and collected on all cloth manufactured in the terrlloriea-- 
to which this Act extends a cess in the nature of an excise duty at the 
rate of three pies per yard 

( 2 ) The cess shall be in addition to the duty of excise chargeable on 
cloth under the Central Excises and Salt Act, 1944 (I of 1944), and shall! 
be levied and collected in the same -manner as the duty of excise on cloth. 
Is levied and collected under that Act. 

( 3 ) In this section, ‘cloth’ has the meaning assigned to it In the First; 
Schedule to the Oentral Excises and Salt Act, 1944 (I of 194*). 

4. Application of proceeds of cess — The Central Government may 
utilise the net proceeds of the cess for meeting the costs of such measures- 
as it considers necessary or expedient to take for developing handloom 
Industries and, in particular, measures for— 

(a) undertaking, assisting or encouraging handloom industries ; 

(5) encouraging the adoption of improved methods of manu- 
facturing khadi and other handloom cloth ; 

( c ) encouraging and developing research in the technique of’ 
production of khadi and other handloom cloth and in the art of designs- 
relating thereto ; 


•The President has. In pursuance of clauses (l) and (3) of article 117 of the Constitu- 
tion of India, recommended to the House of the People the introduction and considera- 
tion of the Bill. 
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(d) maintaining or assisting in the maintenance of institutes for 
the development of handloom industries ; 

(e) promoting the sale and marketing of khadi and other handloom 
cloth ; 

(f) fixing the grades and standards of khadi and other handloom' 
cloth and enforcing quality control; 

( g ) promoting and encouraging co-operative effort among manu- 
facturers of khadi and other handloom cloth. 

0. Power to make rules. — (1) The Central Government may, by 
notification in the Official Gazette, make rules for carrying out the purposes- 
of this Act. 

( 8 ) In particular, and without prejudice to the generality of the fore- 
going power, such rules may provide for,— 

(a) the manner in which the proceeds of the cess levied under 
this Act may be applied for all or any of the purposes specified in 
section 4 : 

(b) the making of grants or loans from such proceeds to State 
Governments for all or any of the said purposes ; 

(c) the allocation of the net proceeds of the cess between khadi 
and other handloom industries; 

(d) the manner in which accounts relating to the proceeds of the 
cess shall be maintained; 

(fi) the exemption from the whole or any part of the cess levied 
under this Act of any variety of cloth which is for the time being 
exempt from the duty of excise imposed under the Central Excises and. 
Salt Act, 1944 (I of 1944). 


STATEMENT OF OBJECTS AND REASONS 

Both the Khadi and the Handloom Cloth Industry have a definite place 
In our natioual economy. Khadi makes its contribution towards the relief 
of rural unemployment and provides a supplementary source of livelihood 
to our agricultural population. The handloom industry has a substantial 
part to play in supplying the demand for cloth in the country. Both those 
industries, however, have been suffering from many handicaps of late, 
mainly in finding an adequate market for their products. They have to 
cater to certain special markets and to individual and local tastes. For this 
purpose they need assistance in order to obtain adequate supplies of cotton 
and vara at reasonable rates, to effect improvement in their methods and 
technique of production and for organizing the sale and marketing of their 
goods. Tn order to financo the development of these industries on these 
lines, it is proposed that a cess of three pies per yard should he imposed on 
all mill-made cloth, whether exported or consumed in this /ountrv. The 
cess would take the form of a dutv of excise and is expected to yield more 
than rupees six crores per year. The proceeds of the cess will be allocated! 
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by Government J'or the development of the khadi and the hrtrulJoom 
Industry, the proportions being determined each year according to 
circumstances. Legislation is required for imposing this cess as a duty 
of excise, 

T. T. KRISHNAMAC FLARE 

New Delhi; 

The 28 th October , 1952. 


FINANCIAL MEMORANDUM 

The Ministry of Commerce and Industry proposes to introduce a Bill 
to provide for the levy Rod collection of a cess for raising funds for the 
purpose of developing handloom industry and for promoting the sale of 
khadi and other handloom cloth. The cess would be in the nature of a 
duty of exoise. 

2. The Bill provides for a levy of eess of 3 pieB per yard of mill-made 
cloth produced in the country. On the basis that the cess would 1 >p levied 
on more than 4,000 mi lion yards it is expected that the cess will yield more 
than Rs. 6 crores per annum. 

3. The above cess will he collected in the same manner as the duty of 
excise on cloth, by the Central Excise 1 ) apartment, and the net proceeds 
will be available for distribution for developing the Handloom and Khadi 
Industries, 


Bill No. 102 of 1952 

A Bill to amend the Indian Bou'or Alcohol Act, 1948 

Bf, it enacted by Parliament as follows: — 

1. Short title. — This Act may he called the Indian Power Alcohol 
(Amendment) Act, 1952. 

2. Amendment of section 1, Act XXII of 1948. — In sub-section (if) of 
section 1 of the Indian Power Alcohol Act, 1948 (hereinafter referred to 
as the principal Act), for the words and letter “except Part B States*', 
the words "exeejd the State of .Jammu and Kashmir’’ shall be substituted’. 

3 Substitution of new section for section 2 in Act XXII of 1948. — For 

section 2 of the principal Act, the following section shall be substituted, 
namely : — 

"2. Declaration as to expediency of control by the llnion. — It in 
harehv declared ihat it is expedient in the public interest that the 
Union should take under its control the power alcohol industry.’’ 

4. Validation of certain acts and indemnity In respect thereof. — All 

acts of executive authority, proceedings and sentences which have been 
done, taken or passed with respect to, or on account of, power alcohol 
during the period commencing on the 20th day of January, 1950, and 
muling with the commencement of the Industries (Development and Regu- 
lation) Act, 1951 (LXV of 1951), by the Government or by any officer of 
the Government or by any other authority in the belief or purported belie* 
that the acts, proceedings or sentences were being done, taken or passed 
cinder the Indian Power Alcohol Act, 1948, shall be as valid and operative 
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Us il 1 1 e v had been dune, talu.ii or passed in accordance with law, uud do 
sun or ntlifi legal piocotding shall ho maintained or continued against any 
anthont\ whatsoever on the ground that any such acts, proceedings or 
sentences ware not done, taken or passed in accordance with law. 


STATEMENT Ui OBJECTS AND REASONS 


The Indian power Alcohol Act, 15(48 (XXII of 1948) was enaoted for 
the development ui the power alcohol industry under the control of the 
Central Government, but the Act has not so lar been extended to Part B 
-States 1 . Some of the Part B States like the Patiala and East Punjab 
States Union ujc elo-e to thi ulus in which power alcohol is produced, 
e.y., Uttar Pradesh, and otter a convenient outlet for power alcohol by 
reason of their geographical location. With a view to providing a better 
outlot for power alcohol produced in this country, it is necessary to make 
the Act applicable to Pan D State.- ns well and the present Bid sicks to 
do so. 

2. Opportunity has also been taken — 

(a) to substitute a new section for section 2 of the principal Act 
ni orilei to bung u-, longimge in conformity with the language of 
entr^ 52 of List I in the Seventh Schedule to the Constitution, and 

(/>) to validate all action taken between the commencement of 
tin 1 Constitution and the commencement of the Industries (Develop- 
ment and Itegulation) Act 1951 (the Schedule to which includes 
power alcohol as one of the iiidiistnes wit*hiti the control of the 
Union), in order to rcmmi nnv doubt us to whether in the absence 
of a declaration made hv Parliament by law, the declaration contained 
in section 2 was effective during that period. 


New Delhi. 

The 4 ih November, 1952. 


T. T. KEI8HNAMACHARI. 


Bill No. 107 of 1952 

A Bill further tn amend lh f Industrial Finance Corporation Act, 1948. 

Be it enacted by Parliament as follows: — 

1. Short title,— This Act mar be called the Industrial Finance 
Corporation (Amendment) Act, 1952. 

2. Amendment of section 2, Act XV of 1948.— In clause (c) of 
section 2 of the Industrial finance Corporation Act, 1948 (hereinafter 
referred to as the _ principal Act), after the words “or processing of 
goods” the words “or in shipping” shall be inserted. 

3 Amendment of section 10, Act XV of 1948.— Section 10 of the 
principal Act shall be re-numbered us sub-section (1) of that section 
and — ’ 

(a) in sub-section (7) as so re-numbered, — 

(i) in clause (a) for the word “three” the word “four” shall 
be substituted; 
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(it) after clause (f), the following clause shall be inserted, 
namely : — 

“(g) One Deputy Managing Director appointed by the 
Corporation, ' ’ 

(6) after sub-section (1) as so re-numbered, the following sub- 
section shall be inserted, namely : — 

“(3) The Deputy Managing Director shall have the right - 
to attend any meeting of the Hoard or of the Executive Com- 
mittee and take part in its discussions but shall not have the- 
right to vote at any such meeting : 

Provided that when the Managing Director is for any 
reason unable to attend any such meeting, the Deputy 
Managing Director shall have the right to vote for him at 
that meeting.” 

4. Amendment of section U, Act XV of 1948.— In section II of the 
principal Act, — 

(i) in sub-section (1), for the words ‘‘the Central Govern- 
ment” the words ‘‘the authority appointing him” shall he substi- 
tuted; 

(it) in the third proviso to sub-section (3), after the words:. 
“Provided further that” the word "such” shall he inserted; 

(iii) in sub-section (4), after the words “the Managing- 
Director” the words “and the Deputy Managing Director” shall 1 
be inserted. 

5. Amendment of section 12, Act XV of 1948. — In section 12 of 
4he principal Act, — 

(i) for clause (a), the following clause shall be substituted, 
namely: — 

“(a) exoept iu the case of the Managing Direotor or the- 
Deputy Managing Director, is a salaried official of the Corpora- 
tion; or” 

(it) in clause (6), after the word “payment” the words- 
“of his debts” shall be inserted. 

0. Substitution of new section for section 13 in Act XV of 1948 

For section 18 of the principal Act, the following section ' shall lie- 
substituted, namely: — 

"18. Removal of Director from office. — ( 1 ) The Central Gov- 
ernment may at any time remove the Managing Director from 
office after giving him a reasonable opportunity of showing cause ■ 
against the action proposed to be taken in regard to him: 

Provided that such power shall not be exercised unless the 
Board at a meeting specially convened for the purpose recom-- 
mends the removal of the Managing Direotor by not less than* 
Vvo-thirds of the Directors present and voting. 
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(2) The Board may remove from office any Director who — 

(a) is, or has become, subject to any of the disqualifica- 
tions mentioned in section 12; or 

(h) without excuse sufficient in the opinion of the Board 
to exonerate it, is absent without leave of the Board from 
more than three consecutive meetings of the Board.” 

7. Insertion of new section 13A in Act XV of 1948. — After section 
13 of the principal Act, the following section shall be inserted, namely: — • 

“13A. Casual vacancy of Managing Director. — If the 
Managing Director is by infirmity or otherwise rendered incap- 
able of carrying out his dates or is absent on leave or otherwise 
in circumstances not involving the vacation of his appointment, 
the Central Government may, after consideration of tne recom- 
mendation of the Board, appoint another person to act in hia 
place." 

8. Amendment of section 14, Act XV of 1948. — In section 14 of the 
principal Act, for the words ‘‘such officers” the words ‘‘a Deputy 
Managing Director and such other officers” shall be substituted. 

9. Amendment of section 17, Act XV of 1948.— In sub-section (9) 
of section 17 of the principal Act, — 

(i) after the words “as the case may be, shall” the words, 
brackets and figures “subject to the provisions of sub-section (2) 

of section ID” shall be inserted; 

• 

( ii) after the words “the Chairman” the words “or in his 
absence, any other person presiding” shall be inserted. 

10. Amendment of section 19, Act XV of 1948. — To section 19 of 
the principal Act, the words “or in consultation with the Reserve 
Bank, with a scheduled bank or u State Co-operative Bank” shall be 

added. 


11. Amendment of section 21, Act XV of 1948.— After sub-section 
(2) of section 21 of the principal Act. the following sub-section shall be 
Inserted, namely: — 


“(3) The Corporation may, for the purpose of carrying out its 
functions under th's Actl, borrow money from the Reserve Bank — 

(a) against securities of the Central Government or of any 
State Government, repayable on demand or on the expiry of 
fixed periods not exceeding ninety days from the date on 
which the money is so borrowed ; or 


( b ) against bonds and debentures issued by the Corpora- 
tion under sub-section (1) or against such other security as may 
be required by the Reserve Bank maturing and repayable 
within a pariod not exceeding eighteen months from the date 
on which the money is so borrowed : 


Provided that the amount borrowed bv the Corporation under 
clause (6) shall riot at any time exceed throe crores of rupees in the- 
aggregate. ” 
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12. Amendment of section 23. Act XV of 1948. — In section 28 of 
the principal Act. — 

(i) after clause (e) of sub-section (1), the following clause 
shall be insulted, immeh: — 

“(<<■) acting as uncut for the Central Government or, 
with ils approval lor the Intel national Hunk ini Reconstruc- 
tion and Development m the ti imsuction of any business with 
ail industrial concern in lespeet of loans or advances gr aD ted, 
or debentures subscribed, by either of them." 

(ii) in sub sci tion (8), inr the words, brackets and letters 
"sub-clauses ( a ) and (/>)" the words, brackets, letters and figure' 
‘Manses t'O and (<*) of sub-section (7)" shall lie substituted. 

13 Amendment of section 24. Act XV of 1948. — Tn section 24 of 
the principal Ait, for the woids -"tor un amount equivalent in the 
aggregate tn more than bn per i cut of the paid up share capital of 
the Corporation but in no case exi eedmg fifty lakhs of rupees", the 
following shall be substituted, namely - 

"for an amount exceeding one more of rupees in the aggregate: 

Provided that the aforesaid limit ot one crore of rupees shall not 
apply to any such nirungernriit when any loans, advances or debentures 
are, on the recommendation of ihe Corporation, guaranteed by the 
Central Government as to the repayment of 4he principal and the 
payment oi the interest. " 

14. Amendment of section 25, Act XV of 1948. — To sub-section (3) 
of section 25 of tho principal Act, the words "or in any instrument 
relating to the industrial (oncein" ahull be added. 

15. Amendment of section 26, Act XV of 1948.— In section 26 of 
the principal Act, after clause (5), the following clause shall be insert- 
ed, namely: — 

"(c) grant any loan or advance on the security of its own 
shares." 

16. Substitution of new section for section 27 in Act XV of 1948. — 

For section 27 of the principal Act, the following section Bhall be substi- 
tuted, namelv: — 

"27. hoans in fordqn currency . — (2) Notwithstanding any- 
thing contained in the Foreign Exchange Regulation Act, 1947 
(VTT of 1947) or in any other enactment tor the time being in force 
relating to foreign exchange, the Corporation may, for the purpose 
ol granting loans or advances to industrial concerns, borrow, with 
the previous consent of the Central Government, foreign currency 
from the International Rank for Reconstruction and Development 
or otherwise. 

(?) The Central Government, ipav, where necessary, guarantee 
all loans taken bv the Corporation undor sub-section (2) as to the 
repayment of the principal and the payment of the inlerest. 



ttuw n— Sec. 2] THE GAZETTE OE INDIA, NOV. 15, 1952 


535- 


(3) All loans and advances to industrial concerns out of , 
foreign currency borrowed under sub-section (1) shall be granted in, 
Indian currency and shall be repayable by hucIi concerns in the 
Indian currency. 

(4) Any loss or prolit accruing to the Corporation in connection i 
with any borrowing of Inreign currency under sub-section (1) or its 
repayment on account ol any fluctuations in the rates ol exchanger 
shall be re-imbursed by, or paid to, the Central Government, as 
the case may be." 

17. Amendment of section 28, Act XV ol 1948. — Alter sub-section (3)» 
of section 28 of the principal Act, the following sub-section shall be inserted, 

pamely: — 

“(3.1) Where the management oi an industrial conoern is- 
taken over by the Corporation or any property is sold or realised 
by it under the provisions of sub section (I), all costa, charges and 
expenses properly incurred by it as incidental to such management, 
sale or realisation shall be recoverable from the industrial concern, 
and the money which is received by it from such management 
sale or realisation shall, in the absence of any oontract to the con- 
trary, be held by it in trust to he applied, firstly, m payment of 
such costs, charges and expenses and, secondly, in discharge of 
the debt due to the Corporation, and the residue of the money 
so raceivod shall be paid to the person entitled thereto.” 

18. Amendment of nection 29, Act XV of 1948. — In section 29 of the • 
principal Act, — 

(i) tor the words beginning with the words ‘‘Notwithstanding any 
agreement to the contrary” and ending with the words ‘‘its liabilities 
to the Corporation", the following shall be substituted, namely: — 

‘‘Notwithstanding anything in any agreement to the contrary* 
the Corporation may, by notice in writing, require any industrial 1 
concern to which it has granted any loan or advance to discharge • 
forthwith in full its liabilities to the Corporation, — 

Hi) in olause (d), for the words beginning with the words “or 
depreciates in value” and ending with the words ‘‘is not given” the - 
following shall be substituted, namely: — 

“or depreciates in value to such an extent that, in the opinion j 
of the Board, further security to the satisfaction of the Board' 
should be given and such security is not given;” 

(in) in clause (e), for the words “machinery or other equipment”" 
the words ‘‘any machinery, plant or other equipment” shall be sub- 
stituted. 

(ir) in clause (/), the words “in the opinion of the Board” shall!’ 
be omitted. 

19. Amendment of section 30, Act XV of 1948.— Tn section 30 of the- 
principal Act, — 

(i) in sub-section (I), for the vords beginning with the words- 
“Where hv reason of the breach” and ending with the words “to- 
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repay such loan or advance", the following shall be substituted, 
namely : — 

"Whero an industrial concern, in breach of any agreement, 
makes any default in repayment of any loan or advance or any 
instalment thereof or otherwise fails to comply with the terms of 
its agreement with the Corporation or where the Corporation 
requires an industrial concern to make immediate repayment of 
any loan or advance under section 29 and the industrial concern 
tails to make such repayment, then, without prejudice to the 
provisions of section 69 of the transfer of Property Act, 1882 (IV 
of 1882),"; 

(ii) for sub-section (18), the following sub-section shall be sub- 
stituted, namely; — 

“(13) The functions of a District Judge under this section 
shall, in a presidency town, be exercised by the High Court." 

' 20. Insertion of new sections 30A to 80E In Act XV of 1948.— After 

'.section 30 of the principal Act, the following sections shall be inserted, 
u namely : — 

"80A. Power of Corporation to appoint directors of an industrial 
concern when management is talrev over — (1) When the management) 
of an industrial concern is taken over by the Corporation, the Corpora- 
tion may, by order notified in the Oftieinl Gazette, appoint as many 
persons as it thinks fit to be the directors of that industrial concern. 

(2) The power to appoint directors under this seotion includes 
the power to appoint any individual, firm or company to be the 
managing agents of the industrial concern on such terms and condi- 
tions as the Corporation may think fit. 

SOB. Effect of notified order appointing directors.— -On the issue 
of a notified order under seotion 80A, — 

(a) all persons holding office as directors of the industrial 
concern immediately before the issue of the notified order shall 
be deomed to have vacated their offices as such: 

(h) any contract of management between the industrial 
concern and any managing agent thereof holding office as such 
immediately before the issue of the notified order shall be deemed 
to have terminated; 

(<•) the managing agent, if any, appointed under section 80A 
shall bo doemod to have been duly appointed in pursuance of 
the Indian Companies Act, 1913 (Vfl of 1918) and the memo- 
randum and articles of association of the industrial concern and 
the provisions of the said Act and of the memorandum and 
articles shall, subject to the other provisions contained in this 
Act, apply accordingly, but no such managing agent shall be re- 
moved lrorn office except with the previous consent of the 
Corporation; 

(d) the directors appointed under section 30A shall take such 
steps as mav be necessary to take into their custody or under 
their control all the property, effects and actionable claims to 
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winch the industrial concern is, or appears to be, entitled, and 
nil the property and effects of the industrial concern shall be 
deemed to be in the custody of the directors as from the date 
of the notified order; 

(e) the directors appointed under section BOA shall be, for 
all purposes, the directors oi the industrial conoern duly con- 
stituted under the Indian Companies Act, 1Q1B (VII of 1918) and 
shall alone be entitlod to exercise all the powers of the directors 
of the industrial concern, whether such powers are derived from 
the said Act or from the memorandum or articles of association 
of the industrial concern or from any other source. 

30C. Powers and duties of directors.- — (1) Subject, to the oontrol 
^of the Corporation, the directors appointed imder section 30A shall 
“take such steps as may be necessary for the purpose of efficiently 
managing the business of the industrial concern and Bhall exercise 
such powers and have such duties as may be prescribed. 

(2) Without prejudice to the generality of the powers vested In 
them under sub-section (1), the directors appointed under section 80A 
may, with the previous approval of the Corporation, make an applica- 
tion to a Court for the purpose of cancelling or varying any contract or 
agreement entered into, at any time before the issue of the notified 
order under section 30A. between the industrial concern and any 
other person and the Court may, if satisfied -after due inquiry that 
such contract or agreement had been entered into in bad faith and is 
-detrimental to the interests of the industrial concern, make an order 
'cancelling nr varying (either unconditionally or subject to such oondi- 
'tions as it may think fit to impose) that contract or agreement and 
'the contract or agreement shall have effect accordingly. 

SOD. No right to compensation for termination of contract of 
managing agents. — ( 1 ) Notwithstanding anything contained in any law 
for the time being in force, no managing agent of an industrial concern 
shall he entitled to any compensation for the loss of office or for the 
-premature termination under this Act of any contract of management 
entered into by him with such concern. 

(?) Nothing contained in sub-section (1) shall effect the right of 
•any such managing agent to recover from the industrial concern 
moneys recoverable otherwise than by way of such compensation. 

SON. Application of Art VII of 1913.— (1) Where the manage- 
“ment of an industrial concern, being a company as defined in the 
Indian Companies Act, 1918 (YTI of 1913), is taken over by the 
■-Corporation, then, notwithstanding anything contained in the said 
Act or in the memorandum or articles of association of such concern, — 

(a) it shall not be lawful for the shareholders of such concern 
or any other person to nominate or appoint any person to be a 
director of the concern; 

(h) no resolution passed at any meeting of the shareholder* 
of such concern shall be given effect to unless approved by the 
Corporation ; 
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( c ) no proceeding tor the winding up ot such concern or ior 
the appointment ot a receiver in reBpeot thereot shall lie in any 
oourfc, except with the consent of the Corporation. 

(2) Subject to the provisions contained in sub-Hcctiou ( 1 ) and to- 
the other provisions continued in this Act and subject to such other 
exceptions, restrictions and limitations, it any, as the Central Govern- 
ment may, by notification in the Official Gazette, specify in this 
behalf, the Indian Companies Act, 1913 (VII of 1918) shall continue- 
to apply to such concern in the same manner as it applied thereto 
before the issue of the notified order under section 30A,” 

21. Amendment of section 32 ( Act XV of 1948. — In the first proviso 
to sub-section (2) of section 32 of the principal Act. after the words, 
brackets and figures “given in pursuance of sub-section (2) of section 21“ 
the words, brackets and figures “or sub-section (2) of section 27’’ shall be- 

lnBerted , 

22. Insertion of new section 32A In Act XV of 1948.— After section* 
82 of the principal Act, the following section shall be inserted, namely: — 

“32A. Special reserve fund -—(I) All dividends accruing on the- 
shares of the Corporation held by the Central Government and the 
Reserve Bank shall, instead of being paid to them, be credited to a 
special reserve fund until the aggregate nf the sums standing in the 
reserve fund established under sub-section (2) of section 32 and the 
special reserve fund exceeds fifty lakhs of rupees. 

(2) No shareholder of the Corporation other than the Central 
Government or the Reserve Bank shall have any claim to the special 
reserve fund referred to in sub-section ( 1 ).” 

23. Amendment of section 33, Act XV of 1948. — In sub-section* 
(I) of section 38 of the principal Act, for the word "two” the word “three’' 
shall be substituted 

24. Amendment of section 34, Act XV of 1948. — In section 34 of the? 
principal Act, — 

(*) for sub-section (1), the following sub-section shall be substi- 
tuted, namely: — 

‘ (J) The affairs of the Corporation shall he audited by not 
less than two auditors duly qualified to act as auditors of 
companies under sub-section (J) of section 144 of the Indian 
Companies Act, 1913 (VII of 19131, one of whom shall be 
appointed by the Central Government in consultation with the 
Comptroller and Auditor-General of Tndia and the other elected in- 
the prescribed manner by the parties mentioned in sub-section (3) 1 
of section 4, and such remuneration as the Central Government- 
may fix shall be paid to the auditors by the Corporation. 

(it) in sub-section (4), after the words “The Central Government- 
may” the w-ords “in consultation with the Comptroller and Auditor - 
General of India” shall be inserted; 
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(h'i) ait ci 1 sub-section ( 1 ), the following sub-sections shall be in- 
serted, namely; — 

"(6) The Corporation shall send a copy of every report of the 
auditors to the Comptroller and Auditor-General of India at least 
one month before it iB placed before the shareholders. 

(6) Notwithstanding anything contained in the preceding sub- 
sections, the Comptroller and Auditor-General of India may, either 
of his own motion or on a roquest received in this behalf from the 
Central Government, undertake such audit and at such times as 
he may consider necessary. 

Provided that where the Central Government is required to 
make any payment on account ot the guaranteo given by it under 
section 5 or sub-section (2) of section 27, as the case may be, such 
audit shall be undertaken by the Comptroller and Auditor-General 
of India. 

(7) Every audit report under sub-section (6) shall bo forwarded 
to the Central Government and the Government shall cause the 
same to bo laid boforo both Houses ot Parliament.” 

26. Amendment of section 36, Act XV of 1948. — In section 35 of the 
principal Act, — 

(i) in sub-section (9), for the words ‘‘a classification’' the words "a 
statement showing the classification” shall be substituted; 

(ii) in sub-section (3), for the word “two” the word ‘‘three” shall 
be substituted. 

26. Amendment of section 38, Act XV of 1948. — In sub-soctiem (2) of 
section 38 of the principal Act, for the words ‘‘or servant” the words "or 
other employee” shall be substituted. 

27. Amendment of section 39, Act XV of 1948. — Ju section 39 of the 
principal Act, fur the words ‘‘or servant” the words ‘‘or other employee” 
shall be substituted. 

28. Amendment of section 40, Act XV of 1948. — In the first proviso to 
section 40 of the principal Act, — 

(i) after the words, brackets and figures ‘‘in pursuance of sub- 
section ( 2 ) of section 21” the woids, biackcts and figures "or sub- 
section (;?) of section 27” shall be inserted; 

(ii) after the words ‘‘debentures or bonds” the words, brackets and 
figures ‘‘or on toieign currency borrowed mrdcr sub-section (1) of 
section 27” shall bo inserted. 

29. Insertion of new section 41 A In Act XV of 1948. — After section 41 
of the principal Act, the following section shall be inserted, namely : — 

‘‘41A. Effect of Art on other lawn . — The provisions of this Aot and 
of any rules or orders mado thereunder shall have effect notwithstanding 
anything inconsistent therewith contained in any other law for the timo 
being in force or in the memorandum or' articles of association of an 
industrial concern or in any other instrument having effect by virtue 
of any Jaw other than ibis Act, but save as aforesaid the provisions 
of this Act shall be in addition to, and not in derogation of, any other 
law for the time boing applicable to an industrial concern.” 
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30. Amendment of section 43, Act XV of 1948. — In section 43 ui the 
principal Act, — 

(a) in sub-section (l), after the words “with this Act" the words 
“and the rules made therouuder” shall be inserted; 

(b) in sub-soetion (3 ), — 

(i) in clause (/>'), for the words “officers and servants and 
agents" the words “officers, other employees, advisers and agents" 
shall be substituted; 

(ii) for clause (m), the following clause shall be substituted, 
namely: — 

“(m) the taking over oi the management of any indus- 
trial concern on a breach of its agreement with the Corpora- 
tion and the powers and duties of directors under section 30C;”; 

(in) in clause («), for the words "ad hoc" the word “advisory” 
shall be substituted and the word “and” at the end shall be 
omitted ; 

(iv) after clause (n), the following clause shall be inserted, 
namely : — 

1 ‘ (nn) the election of an auditor undor sub-section ( 1 ) 
of section 34", 

31. Amendment of the Schedule, Act XV of 1948. — In the Schedule to 
the principal Act, the word “Signature”, where it occurs tor the second 
time, and the word “Designation shall be omitted. 


STATEMENT OF OBJECTS AND REASONS 

The shares of the Industrial Finance Corporation arc guaranteed by the 
Central Government under section 5 and the bonds and debentures issued 
by it are similarly guaranteed undor section 21 of the Industrial Finance 
Corporation Act. There is, however, no provision in the Act for the 
Central Government to guarantee foreign loans although under seotion 27 
of the Act the Corporation may raise loans in foreign ourrenoy. To 
augment the resources of the Corporation to meet the heavy domand on 
it, negotiations with the International Bank for Reconstruction and De- 
velopment have been concluded for a loan subject to a guarantee being 
given by the Central Government. The Actus being amended to authorise 
the Central Government to guarantee the loan. The amendment will be 
only permissive in character and it will not be mandatory for Government 
to guarantee all such foreign loans. 

The following amendments have been considered necessary with a view 
to strengthening the financial position of the Corporation and to widening 
its scope as suggested by the Internal ional Bank for Reconstruction and 
Development : — 

(i) amendment of section 2(c) to make shipping companies eligi- 
ble for loanH from the Corporation; 
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(iij amendment oi section 24 to raise the maximum limit of loan, 
to a single industrial ooncern and to empower the Corporation to grant 
loans ior any amount, ii such loans are guaranteed by Government; 

(ui) a new section is added to provide for a Special Reserve Fund 
being built up as speedily as possible. 

The opportunity to amend the Act 1 b also being utilised to oarry out 
certain furl her amendments to improve the operation of the Act and to 
biing it in line with tho Rtate Financial Corporations Act, 1051. In parti- 
cular provision has been mado for associating the Comptroller and auditor- 
General of India closely with tho audit of tho ucoounts of the Corporation. 

C. D. DESHMUKH. 


New Delhi; 

The 4f/i November, 1952. 


Notes on elauaes 

Clause 2 - — Shipping companies are not at present eligible for grant of 
financial assistance by the Corporation and tho intention is to make them 
so eligible. 

('lause ,1. — -In view of Government’s responsibility on account of the 
guarantees given by the Government in terms of the Act and also to enable 
proper representation being given to all interests, provision is being mado 
for the nomination of foui Directors instead of three as at prosent. The 
Deputy Managing Director of the Corporation will be included in the Board 
of Directors of the Corporation without voting rights. 

Clause fi.— A1 prebent there ia no provision for the removal of the 
Managing Director and under section 9 of the Act onco a Managing 
Director is appointed, he will continue in office for 4 years unless he be- 
comes subject to any of the disqualifications mentioned in section 12. It 
is conceivable that a situation might arise when a Managing Direotor 
may have to be removed. This power is being taken on the analogy of 
tho powor vested in Government under the Reserve Bank Act to remove 
the Governor. 

C lause 7 .— Provision is being mado for filling up of casual vacancy of 
Managing Director. 

Clause 10 .—' The Corporation is now entitled to keep their cash balances 
in deposit with the Reserve Bank or the Imperial Bank only. It is con- 
sidered desirable that (he Corporation should also be authorised to keep 
thoir balances in deposit with a Scheduled Bank or a State Co-operative 
Bank in consultation wilh the Reserve Bank. 

Clause 11 . — The Corporation will bo authorised to borrow from the 
Deserve Bank for short periods, not exceeding 90 days in order to avoid 
the necessity for the sale of securities in the Corporation's investment port- 
folio when it is not convenient to do so. The Corporation is, similarly, 
being authorised to borrow from (he Reserve Bank for periods not ex- 
ceeding 18 months, pending floatation of their own bonds on the market. 
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Via u hi i IV — It is desirable that the agency of the Corporation should be 
available to the Central Government or the International Bank for Be- 
construotion and Development for the purpose of supervision, rooovory, eta. 
of loans or advances granted by either of them lo industrial concerns in 

India. 

Clause 13 . — -The present limit of Bs. 50 lakhs which the Corporation 
may grant to a single concern has been found to be inadequate and is being 
raised to Its. 1 crore. No such limit is considered necessary in the case 
of loans and advances granted bv tbo Corporation in respect of 'which the 
repayment ol the principal and the payment of interest aro guaranttod by 
the Central Government on the recommendation of the Corporation. 

Clauses 14, 16, 13, 19, 25 , 26 and 27 . — Amendments follow the 
provisions m the [State Financial Corporation Act, 1051. 

Clause 16 . — Section 27 of the Aot does not at present provide for the 
guaranteeing by the Central Government of borrowings by the Corporation 
in foreign currency though section 21 provides that borrowings in Indian 
currency by means of bonds and debentures are to bo so guaranteed. The 
provision to guarantee foreign currency borrowings will bo only permissive 
and actual guarantee will be given by tho Government only when necessary. 
As the Corporal ion is liable to income-tax and its profits in excess of 
5 per cent, will accrue to Government, it is proposed to exompt the 
Corporation from exchange Joss and the profit and loss oil exchange arising 
out of foieign borrowings will be on Government account. 

Clause 17 . — Specific provision is being made to make it clear that the 
oxpenses of management incurred by the Corporation in respect of any 
industrial concern taken over by the Corporation will be the liability of 
the industrial concern. It. is also being providod how monies realised by 
the Corporation while managing an industrial concern tnkon over by them 
should be appliod. 

Clause 2Q . — Detailed provision is being made in regard lo the various 
rights mid powers of the Corporation in respect of industrial concerns the 
management of which has been taken over by tho Corporation. 

Clauses 21 and 28 . — Consequential to clause 16. 

Clause 22 . — The new section intends to oreate a special reserve fund 
with a view to strengthening the financial position of the Corporation. As 
the Corporation is liable to income-tax and its shareholders are also entitled 
to a guaranteed minimum dividend, it cannot in the normal way build 
up un adequate reserve speedily. 

Clause 24 . — The amendment is intended to bring section 34 in lino with 
the Slate Financial Corporation Act, 1951 with a view to associating the 
Comptroller and Auditor General of India more closely with the audit of 
the affairs of the Corporation. 

Clause 29 . — .The new section is intended to override the application of 
the provisions of other statutes to the extent Ihev are inconsistent with 
the provisions of this Act: but the other provisions in those laws shall 
continue to apply. 
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Bnvr, No. 106 of 1952 

G Bill further to amend the P unjab Municipal Act, 1911, an in force in the 

State of Delhi. 

Be it enacted by Parliament as follows-- — 

1. Short title and commencement. — (I) This Act may be called the 
Punjab Municipal (Delhi Amendment) Act, 1952, 

(2) It shall come into force on such date as the State Government 
may, by notilicution in I he Official Gazette, appoint. 

2. Amendment of section 159, Punjab Act IH of 1911, aB In force ha 
Delhi.- — In sub-section (I) of section 159 of the Punjab Municipal Act, 
1911, as in force in ihe State of Delhi (hereinafter referred to as the prin- 
cipal Act), the words “Subject to the provisions hereinafter contained -with 
respect to the customary rights of sweepers’’ shall be omitted. 

3. Amendment of section 160, Punjab Act III of 1911, as in force In 
Delhi.— In section 160 of the principal Act, cluuse (a) Bhall be omitted. 

4. Substitution of new section for section 166, Punjab Act III of 
1911, as in force in Delhi. — For s ection 165 of the principal Act, the follow- 
ing section shall be snhsiituted, namely: — 

“166. Punishment of sweeper for die continuing to do house- 
scavenging. — Should any sweeper, who is under a contract to do the 
houRe-scavonging of a house or building, discontinue to do such houRe- 
ficavenging without having given fourteen days’ notice to hiH employer 
or without reasonable cause, he shall, on conviction, he punishable 
with a fiuo which may extend to ten rupoes.” 


STATEMENT OF OBJECTS AND REASONS 

Numerous public appeals made to the Delhi Municipal Committee 
reveal that customary sweepers have become negligent and irregular in 
discharging their duty of house-scavenging. The existing insanitary 
conditions in the residential areas of Delhi are found to be due largely to 
the persistent carelessness of such sweepers and their irresponsible manner 
of dirt disposal. Hie statutory protection afforded to customary sweepers 
stands in the way of the Municipal Committee inching alternative arrange- 
ments for house-scavenging even at the request of the owners of houses. 
It is, therefore, proposed to clothe the Committee with necessary powers 
in this behalf. 

Tn viow of clause (c) of the proviso to section 21 of the Government 
of Part C States Act, 1951, tho legislation has to ho undertaken by Parlia- 
ment arid not by the Legislature of the State of Delhi. 


AMRIT KAITR, 


Nkw Dhltii; 

The 4th November, 1952. 
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The Jollmwng Bill was introduced in the House of the People on 
12th November, 1052 — 


Bill No. 108 of 1952 

rt Bill fiul hu to amend tin West Bengal Evaciu i Property Act, 1051, 
as extended to Tripura. 

13h it enactcvl by Parliament as follows: — 

1. Short title. This Act may he culled the West Bengal Evacuee 
Property (Tripura Amendment) Act, 1952. 

2, Amendment of section 2, West Bengal Act V of 1951, as extended 
to Tripura. — In clause (b) of section 2 ot the West Bengal Evacuee 
Property Act, 19, il, ns extended to the State of Tripura by the notifica- 
tion of the Government of India in the Ministry of States, No. 101-B..C., 
dated the 9th Way, 1951 (hereinofter referred to as tho priuoipal Act), for 
the words and figures ‘‘the 15th day of June” the words and figure ‘‘the 
9th day of JulW shall be substituted and shall be deemed always to have 
been substituted. 

3. Insertion of new section 5 A in West Bengal Act V of 1951, as 
extended to Tripura. — Alter sccliori 5 of the principal Act, the following 
section shall be inserted, namely — 

”6A. Special piomsion in respect of bargadars . — (I) Where an 
evacuee who, as a bargadar, wan in actual possession of any agricul- 
tural land on or after the loth d iy of August, 1947, has returned to 
Tripura boforo the appointed day and has, before the fith day of 
November, 1952, made an application in writing to the Collector for 
being restored to the possession of that land as a bargadar, then, 
notwithstanding anything confirmed in any other law for the time 
being in force or any contract to the contrary, the applicant shall be, 
and shall be deomed to have been, entitled lo be restored to actual 
possession of that land as a bargadar, at the beginning of the next 
crop season which would be available after the application, on the 
same terms and conditions, as far as may bo, as were applicable to 
him ns such bargadar when he left. Tripura. 

(2) On any such application as is referred to in sub-section (1), 
the Collector shall, after making such summary inquiry as he thinks 
fit and if satisfied that the applicant should be restored to the posses- 
sion of any agricultural land as a bargadar, place the applicant or 
empower any officer subordinate to him to place the applicant in the 
possession of flint land on the same terms and conditions ns tin ns 
rnav be, us were applicable to him when he left Tripura, and for such 
purpose, tho Collector or the officer, as the case may be, may use or 
cause to be used such force as may be necessary. 

Explanation. —For the purposes of this seotion, a ‘bargadar’ 
means a person who, under the system generally known as adhi, barga 
nr bkag , cultivates the land of another person on condition of deliver- 
ing a share or quantity of the produco of such land to that person.” 

4, Repeal.. — (1) The West Bengal Evacuee Propertv (Tripura Amend- 
ment) Ordinance, 1952 (VI of 1952), is hereby repealed. 
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(2) Notwithstanding such repeal, anything done or any action ^akcn 
in the exercise of any power conferred by or under the said Ordinance shall 
be deemed to have been done or taken in the exercise of the powers oon- 
teircd by or under this Act, as if this Act were in force on the day on 
which such thin® was done or action was taken. 


STATEMENT OF OBJECTS AND REASONS 

The Agreement which was entered into between India and Pakistan on 
the 8th April, 1950, provided that legislation relating to the care and 
custody of evacuee property would be enacted by East Bengal, West 
Bengal, Assam and Tripura. Accordingly, tho West Bengal Evacuee 
Property Act, 1951, and the amending Act ot the same year were extend- 
ed to Tripura by notification It was also agreed at the Chief Secretaries’ 
confeieneo held on the 14th and 16th March, 1951, that further amend- 
ments would be made in the Ait as extended to Tripura m respect nl (i) 
"appointed day’’ he., the limit ol time before which an evaouee has to 
return to the State to be able to claim the restoration of his property, and 
(li) grant ot certain t oncessirms to bargadars. These amendments how- 
ever, were not oarriad out us the Chief Commissioner of Tripura did not 
then think these modifications necessary or feasible. Subsequently at the 
meetings or the Chief Secretaries held m pursuance of the Agreement, 
complaints wero made from tho Pakistan side about tho non-observance 
of the agreed modifications, and it was considered essential to implement 
the undertaking. As the Supreme Court had ruled m another connection 
that substantial modifications in a law could not be made by an extending 
notification, tho modiln aliens had to he made by Central legislation. As 
tho matter was considered urgent, the West Bengal Evacuee Property 
(Tripura Amendnnnt) Ordinance, 19 '2 wus promulgated. The prison! 
Bill merely seoks to replace the Ordinance by an Act of Parliament. 


K. N. KATJU. 


New Delhi; 

The 2nd November, 1962, 


M. N. KAUP, 
Hecrrtartj, 
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